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Registration of Recent developments in the field of Com- 

Commercial Paper. mercial Paper have brought the question of 

registration of such paper again to the fore- 

front. The Claflin failure would have been deplorable under any con- 

ditions, but as the interlocking interests are untangled, grave dangers 

in the issuance of commercial paper have been revealed, of which the 
banking world may well take note. 

According to press reports of July 15th, some of this paper was 
issued without the knowledge of those primarily responsible for its 
payment. It seems that notes aggregating $1,690,000 of the Hennessey 
Company, operating stores in Butte and Anaconda, Montana, had been 
made by its treasurer in New York, to the order of the Claflin Company, 
by them indorsed and sold to banks through brokers, without the 
knowledge of the operating officials. The firm’s debts, according to its 
president, were about $83,000 with assets of $2,500,000, so that the 
notes could not have been given for merchandise purchased. Notes 
of other concerns were issued under like conditions. 

It is not denied that these notes are binding obligations of the cor- 
porations issuing the same, although they are in the nature of accom- 
modation paper. In law a corporation has no right to issue such an 
instrument, but in the hands of a holder in due course for value, with- 
out notice, it is good. 

The registration of commercial paper has two objects in view: (1) 
To certify to the genuineness of the paper; and (2) To ascertain the 
amount outstanding at any particular time. Both are of no little 
importance to the banker. 

Owing to the care used by paper brokers, little if any bogus paper 
has ever been issued, for the safeguards thrown around the process of 
issue areample. But as tothe amount outstanding, little knowledge 
can be gained except by those in authority, and under conditions such 
as outlined above, even these officials may be in the dark. The credit 
risk depends largely upon this information. Noscheme of registration 
will absolutely prevent the issuance of bogus stocks and bonds, and no 
system of paper registration will prevent fraud by those so minded; 
but it will go a long way towards checking abuses, and will assuredly, 
if rigidly enforced, make available to the public the amount of paper 
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outstanding. There can be no more objection to the registration of 
paper than of stocks or bonds, and the purpose is identically the same. 
If all paper sold on the market were required to be countersigned by 
a fiscal agency, banks could know with certainty that they had a genuine 
instrument, and how much of the whole it represented. The registrar 
would have a record of all paper issued, and all redeemed and could 
easily certify to the amount outstanding at any time, thus giving the 
banks a check against over-extension. 

And if this were the rule, banks buying unregistered paper would 
do so at their peril. The practice of this safeguard cannot begin too 
soon, or be too universally adopted. 

Several plans have been proposed relative to the registration of 
paper, (1) That the paper be registered by prominent trust companies. 
This is now done in a few instances, but the objection lies in the fact 
that to make proper registry, and keep proper account of outstanding 
paper, maturities should be accurately known, and this might lead to 
a requirement that the paper be made payable at the office of the reg- 
istrar, thus giving the latter an advantage in securing funds to meet 
maturities. (2) That provision be made in the Federal reserve plan 
for such registry by the Federal Reserve Banks. But these having 
dealings only with members would not seem to be the proper medium, 
since the benefits would be confined to national banks and the few others 
that have joined. (3) Clearing house registration. This has no objec- 
tionable features. Clearing houses practically cover the country. In 
such a movement they could easily arrange to doso. Moreover, if the 
paper emanating from any district were required to be registered with 
the nearest clearing house and account kept of all maturing paper, the 
information relative to the amount outstanding at any time could be 
autoritatively known to anyone entitled to the information, and no 
secrets divulged that would be detrimental to the banking or commercial 


interests. 
—_—— 


BANKING LAW. 


Running Past A bank which forgets or ignores a depositor’s order 

Signals. to stop payment of checks drawn against his ac- 

count is like a railroad engineer who runs past the 

signals displayed to regulate the operation of his train, and just as 

liable to get into trouble. In either case the trouble which ensues is 
the kind you can’t argue yourself out of. 

Usually a stop order applies to one check only, or to a certain number 
of designated checks. But sometimes the order is more unlimited in 
its scope,as an order not to pay any checks drawn against the depositor’s 
account by a certain agent. This is the kind of an order which was re- 
ceived by the defendant bank in the case of Stoll v. Commercial Na- 
tional Bank, published on another page of this issue. 

The depositarin'this instance was the fortunate owner of a successful 
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boarding house business. For reasons which do not appear she sold the 
business and movedto another state. One of her boarders, a man nam- 
ed Russell, whom the court refers to as an impostor and a cheat, under- 
took to act as her financial agent in the transaction and in her dealings 
with the defendant bank. The plaintiff, however, became suspicious 
of Russell and wrote to the bank as follows: *‘ Please do not cash any 
checks in my name not coming direct from me here at Twin Falls, 
Idaho.’* At the time of the receipt of this letter the plaintiff had a 
balance to her credit in the defendant bank amounting to $135. The 
bank apparently treated this communication lightly for it subsequently 
paid out this sum on a check drawn by the repudiated agent. 

Subsequently Russell released the purchaser from his contract to 
purchase the plaintiff’s business and sold the business to another party. 
He deposited the proceeds of this transaction to the plaintiff’s credit, 
the amount being about one thousand dollars, and later drew out most 
of it and applied what he withdrew to his own personal use. 

The bank claimed that, even if it was liable for the $135, it was not 
liable for the money subsequently deposited and withdrawn by Russell. 
And the reason, upon which this claim was based, was that when 
the $135 was drawn out, the plaintiff had nothing to her credit in the 
bank, and when the later deposit was made a new account was opened. 
It was contended the plaintiff's stop order applied only to the so-called 
first account and could not be held to apply to the second account. 

This argument got by the lower court and the plaintiff was permit- 
ted to recover only the amount on deposit at the time her order was re- 
ceived by the bank. But it was not listened to on appeal and the ap- 
pellate court held that the plaintiff was entitled to recover the amount 
of all checks drawn by the agent and paid by the bank, after the time 
when the bank was instructed to honor only those checks coming direct- 
ly from the plaintiff. 

The situation is briefly put by the court in the following language : 
‘*The plain disregard of plaintiff’s directions given the bank cannot be 
justified by its mode of bookkeeping, or by entries made by it on its 
books closing and opening accounts. It cannot by its own boot straps 
lift itself out of trouble in any such manner asthat. Nor may it justify 
such disregard by placing a construction on plaintiff’s letter which 
it will not bear, that it applied to plaintiff’s funds on deposit in Decem- 
ber, but not to those in January.’’ 


——— When is a holder not a holder in due course? When 

Due Course. he has actual knowledge of defects in the instrument, 

or knowledge of such facts that his taking the instru- 

ment amounted to bad faith. See the case of Davis v. Clark, recently 

decided by the Court of Errors and Appeals of New Jersey and publish- 
ed herein on another page. 

The defendant was sued as maker of a note for $10,000. He claim- 
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ed that the circumstances under which the note was given constituted 
a defense. The defendant was a stockholder in a newly organized 
talking machine company, owning stock of the par value of $25,000, for 
which he had paid $5,000. One Rotter was an inventor associated with 
the company and Meiselbach was a practical manufacturer. This 
pair announced at a stockholders’ meeting that they were about to 
leave the company; Rotter because he had received an irresistible offer 
from a rival concern, and Meiselbach because he would not stay with- 
out Rotter. As the stockholders had relied on these men to conduct 
the business their departure was viewed with consternation. Rotter 
finally suggested that he would purchase their stock at forty cents on 
the dollar and the defendant received $10,000 for his 250 shares. Later 
on Rotter sold back to the defendant 100 shares of the stock for $10,- 
000, for which the defendant paid with the note in controversy. Rotter 
subsequently sold the note to the plaintiff: The defendant claimed 
that, as deceit had been practiced upon him by Rotter, he was not 
liable on the note. But the court held that, inasmuch as the fraud, if 
there was any, was not brought home to the plaintiff, he was entitled 


to recover on the note. 
——_a 


Sending Collection At last we have a decision which holds that it 


Items Directly to is not negligence for a bank to send a check, 

saiciacicetanaas deposited with it for collection, directly to 
the bank on which it is drawn. It is so held by the Supreme Court 
of Texas in the recent case of First National Bank of Shreveport v. 
City National Bank of Galveston, the opinion in which is given on an- 
other page. 

To be sure this holding is made with certain qualifications. The 
exact proposition of law laid down by the court is this: that it is not 
negligent for a collecting bank to send drafts directly to the drawee 
bank, where the drawee is in good standing and there is no other bank 
at that place, and where it further appears that there is a custom among 
banks to make collections in this manner and that express companies 
refuse to handle protestitems. So, it seems, quite a number of things 
must appear before a bank will be justified in sending any of its col- 
lection items directly to the banks on which they are drawn. But this 
is a step in advance of anything in this line heretofore held by the 
courts. 


The earlier decisions on this question uniformly hold that it is 
negligent to send a check directly to the drawee bank, the theory being 
that the debtor, the drawee bank, is thereby being constituted the 
agent of the creditor in the very act of collecting the debt. It has been 
so held even where the drawee was shown to be the only banking in- 
stitution at the point where it was located. And it has been held that 
such procedure in the collection of checks could not be justified on the 
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ground of custom for the reason that custom will never cover up 
negligence. 

The present decision of the Supreme Court of Texas recognizes the 
fact that there are certain cases in which the only practicable, in fact 
the only possible, method of collecting a check is to send straight to 
the drawee with instructions to remit. And the court holds that, when 
such a case arises, the collecting bank is not to be deemed guilty of 
negligence because it adopts the only sensible method of acomplishing 


the collection. 
—_d 


The Cariitongs It is matter for conjecture why so many people 

‘ place their names as makers upon promissory 
notes, regular in every particular, and then deliver them to the payees 
upon a verbal understanding that they are not to be held liable on the 
notes except in the event that some particular thing does or does not 
happen. Ifa person wants to make a promissory note, upon which he 
is to be liable only upon occurrence of a certain condition,why doesn’t 
he see to it that the condition is expressed in the instrument? The 
reported cases indicate that the delivery of a negotiable note upon a 
verbally expressed condition is by no means unusual. Such a trans- 
action may be susceptible of explanation upon psychological grounds, 
but it can have no foundation in ordinary business sense. It is true 
that the expression of the condition in the note would render it non- 
negotiable, but in acase of this kind neither of the parties honestly 
contemplates that the note will be negotiated. As between the parties 
the note is just as good whether it is negotiable or not, so the fact that 
the note expressly states the condition can do no harm to the payee. 
And if the condition is left out of the note the maker runs the risk of 
its being transferred to a holder in due course, in which case the verbal 
understanding between the original parties will in no way interfere 
with the right of the holder to recover. 

In the case of Sayre v. Leonard, recently decided by the Supreme 
Court of Colorado, and published herein on another page we have 
another instance of a note conditionally delivered, the condition being 
a mere verbal agreement between the maker andj payee. The note in 
question was negotiable and complete in every particular. But it was 
understood between the parties that no liability was to attach to the 
note unless a certain third party acted in a certain matter in connection 
with the transaction in which the note was given. The condition upon 
which the note was to become binding did not happen. The payee, 
nevertheless, brought action upon it. 

Fortunately the law provides that, where the action is between the 
original parties to a negotiable instrument, it may be shown by way 
of defense that the instrument was delivered upon a certain condition 
and that the condition did not occur. The maker was able to establish 
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this defense in the present case and so he was held to be free from any 
liability. But this did not save him from the trouble and expense of 
being sued for five hundred and thirty dollars, the amount for which 
the note was made. And, furthermore, this note might have found 
its way to the hands of a holder in due course, in which event the 
maker would not only have had the trouble and expense of a law suit, 
but would also have been put to the disagreeable inconvenience of pay- 
ing a judgment for the amount of the note and costs. 


Applying Deposit The right of a bank to apply a deposit to a pre- 

to Overdratt. vious overdraft of the depositor, where the 

money deposited belonged to another person, 

but was received by the bank without notice of that fact, was the 

question presented to the Supreme Court of South Dakota, in the case 

of Shotwell v. Sioux Falls Savings Bank, on a subsequent page of this 
issue. 

The plaintiff delivered a carload of wheat to one Stegner, who ran 
a grain elevator, with the understanding that Stegner was to ship and 
sell the wheat for the plaintiff. Stegner subsequently shipped the 
wheat to a firm in Minneapolis, giving his own name as consignor, and 
delivered the bill of lading together with a draft for $500 on the con- 
signee to the defendant bank. The draft was forwarded and collected 
by the defendant. At the time of this transaction Stegner had over- 
drawn his account in a considerable amount. As soon as the draft was 
collected the defendant bank applied a part of the proceeds to the can- 
cellation of the overdraft. And later it honored checks drawn against 
the balance by Stegner before it was notified of the plaintiff’s claim 
against the fund. 

The bank claimed that, when a bank, without notice of the true 
character thereof, takes from a trustee, for deposit to the trustee’s 
personal account, cash or other recognized medium of exchange, it can 
credit the deposit against an overdraft of the trustee, and defend any 
action brought by the equitable owner to recover the fund, though the 
action by the trustee was unauthorized and wrongful. And there is 
considerable authority upon which to base such a contention. 

The plaintiff claimed under the rule stated in Bolles on Banking, 
which is as follows: ‘‘Why should not the bank be required to refund 
to the rightful owner in all cases wherein its situation would not be 
worse than it was before receiving payment? No rule is better estab- 
lished than this: That trust funds do not lose their character by rea- 
son of depositing them to the individual account of the depositor. If, 
therefore, they still possess this character, why should they not be re- 
covered, provided they can still be traced, regardless of their possessor?”’ 

The Court decided in favor of the plaintiff in so far as the applica- 
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tion of the proceeds of the draft to the overdraft was concerned. The 
plaintiff, however, was not allowed to recover the amount which the 
bank had paid out on checks drawn by the depositor prior to the time 
when it received notice of the plaintiff’s rights in the fund. 
‘“‘Applying, without limitation, the rule contended for by respon- 
dents,’’ it was said in the opinion, ‘‘would permit a bank to retain as 
against the true owner, money procured through highway robbery and 
deposited by the robber to meet an overdraft; a case, where upon the 
one side, the money is procured through no confidence or trust placed 
in the wrongdoer, while upon the other side, the money is received 
from the wrongdoer whom the bank has allowed to become indebted 
to it; not a case where the law must determine between two persons 
who have placed confidence in a third, and where it might be said that 
he who confided most must suffer. We refuse to adopt any rule that 


must lead to such results.’’ 
_— 


Indorsement Obtainea ‘The indorser of a note, against whom the 
by Misrepresentation. action was brought in the case of Western 

Savings & Deposit Bank v. Sauers, on 
page 542 of this number, defended on the ground that his indorsement 
had been obtained by misrepresentation. 

The note in question was a renewal note and the defendant testified 
that he indorsed the note at the request of the plaintiff bank and under 
the promise of its assistant cashier that he would insert in the body of 
the note the same collateral securities that had been pledged by maker 
of the original obligation. As a matter of fact the assistant cashier 
had fraudulently taken the securities and substituted others for them. 
It appeared that the bank had actual knowledge of the situation several 
months before the indorsement of the renewal note. It did not appear, 
however, that the bank had knowledge of the misrepresentation made 
to the defendant by its assistant cashier. 

It was held that, in view of the fraud of the assistant cashier, no 
liability attached to the defendant’s indorsement in favor of the bank. 


Wrongtul Pledge The right of a bank. which has advanced money 

of Stock. upon stock, wrongfully pledged to it by a broker, 

the bank having no knowledge of the fraud, was 

the question brought up in the case of Morgrage v. National Bank of 
California, on page 523 herein. 

A broker, having in his possession shares of stock, indorsed in blank, 
which had been delivered to him by the owner to be sold, wrongfully 
pledged them with the defendant bank fora loan. The bank had no 
knowledge thet the broker was acting without authority. 

It was held that the bank’s rights in the stock were superior to those 
of the true owner of the stock. 
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Savings Departments in the Federal Reserve 
System 
By W. H. KNIFFIN, Jr. 


The right to receive savings deposits has heretofore been enjoyed by national banks 
only by sufferance of the Comptroller of the Currency. The right to hold mortgage 
security has been forbidden by the national bank act except for debts previously con- 
tracted so that these two features of banking have been the lawful prerogatives of sav- 
ings institutions, trust companies and state banks. 

Savings deposits as such are not especially authorized in the Federal Reserve Act, 
but are provided for by implication. In section 19 relating to reserve requirements, a 
lesser reserve is stipulated on deposits payable after thirty days than for those payable 
on demand and defines time deposits as *‘ savings accounts which are not subject to less 
than thirty days’ notice before payment”; while in section 24 authorizing loans on 
mortgage security, banks ‘‘ may continue hereafter as heretofore to receive time deposits 
and to pay interest on the same.” Savings deposits being optional time deposits are 
therefore now part of the legalized operations of national. banks. 

Mortgage loans on farm lands are also permitted, except in central reserve cities, 
such loans being restricted to 50 per cent. of the value of the land, not to run longer 
than five years. The aggregate must not exceed 25 per cent. of the capital and surplus 
of the bank, or one-third the time deposits. 

TWO CLASSES OF DEPOSITS. 

The Act divides the deposits of national banks into two classes: (a) Demand de- 
posits—comprising all deposits payable within 30 days; and (b) time deposits—those 
payable after 30 days, the latter including all savings accounts and certificates of deposit 
which are subject to not less than 30 days’ notice before payment. 

The reserve requirements against these deposits have heretofore been the same, no 
distinction having been made in the National Bank Act relating thereto; but under the 
Federal Reserve Association the reserves are rearranged, the law recognizing the differ- 
ence between a time and a demand deposit by making the reserve requirements less for 
the time than for the demand deposit, and stipulating what is a time and what is a 
demand deposit. 

Although the savings deposits are payable on demand, at least in practice, they are 
generally subject to notice, and therefore become optional time deposits. It therefore 
follows that all such deposits will be subject to the lesser reserve requirement. 

LESSER RESERVES. 

Country banks are now required to carry in reserve 12 per cent. of their demand 
deposits and five per cent. against time deposits, a time deposit becoming a demand 
deposit thirty days prior to maturity. Banks in reserve cities must carry fifteen per 
cent. against demand and five per cent. against time deposits. Banksin central reserve 
cities must carry 18 per cent. against demand and five per cent. against time 
deposits. The old law required 15 per cent. against all deposits in country banks; 25 
per cent in reserve and central reserve cities. The accruing benefits through the cpera- 
tion of the new law, in-so-far as the savings deposits are concerned will be two: (a) 
There will be released considerable money for employment in other channels, and by 
virtue of the close investment posssible, there will be additional profit in operating sav- 
ings departments. (b) Part of the savings deposits may be loaned on mortgage security> 
Such loans usually carry five to six per cent. or better interest, arate which allows a fair 
remuneration to depositors and good profit to the bank. As a matter of (act mortgage 
loans are the only source of profit to savings banks, bond investments as a whole show- 
ing very little profit in some cases, no profit in others and a loss in others. From one_ 
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half to one per cent. is a fair profit on a bond investment, while mortgages will show 
from one to three per cent. net return. 
THE GROWTH OF SAVINGS DEPARTMENTS. 

The savings department in commercial banks is a development of recent years, but 
has grown to considerable proportions. According to the Comptroller’s last report the 
savings deposits of national banks amounted to $824,476,995. State banks held over 
$637,000,000; stock savings banks $744,532,000; loan and trust companies $970,800, 000, 
a total of $3,176,809,000 against mutual savings bank deposits of $3,768,895,000. In 
short, the savings banks with a century of growth have accumulated $3,700,000,000, as 
against $3,200,000,000 for all other banks in a period scarcely one-fourth aslong. It would 
seem, therefore, that the banks have not been asleep to this line of endeavor and have 
realized its profitableness. And, however remunerative it may have been in the past, 
it promises to become more so under the less strict requirements of the new act. 

THE BANK OF DISCOUNT AND THE COMMUNITY. 

The bank of discount owes two duties to its community: (1) To lend to every worthy 
borrower; (2) To encourage the saving habit both for its own sake and for the sake of 
the people. And, by fulfilling the latter function, it places itself in position to fulfill 
the former. 

In a little New York town there are two banks. They are strictly commercial 
banks. There is no savings bank within tweuty miles. They have no savings depart- 
ment; they encourage no time deposits. They pay about six per cent. dividends. 
There are several large and prosperous factories in the village, paying good wages and 
employing a large number of people. When asked why he did not get after this wage 
money, the cashier of one of the banks said: ‘‘We have all the business we want. 
We pay our dividends regularly. If we get any more money we would have to invest it 
and worry about it. We are satisfied. We have enough.” 

It will not need long argument to prove that this bank is not doing justice to its 
stockholders, its community, or the people. It has a fruitful field right at its door and 
knows it, but doesn’t care. It is one of many such, whose number is fast being reduced, 
as men with more modern and aggressive ideas are coming in to demonstrate what can 
be done under management that is progressive as well as conservative. 

Moreover, the limitaticns of the savings department are not such as obtain in the 
commercial department. If every merchant in the town, and every farmer for miles 
around, and every man and woman who could use a check book to advantage were a 
patron of the commercial department, there would still bea field for the savings depart- 
ment, for this appeals to all classes all the time, and is the secret of the success of many 
a bank that has realized the possibilities in this department of banking. 

Where there is a savings bank in the field, making good use of its opportunities, it 
may be questionable if banking ethics would not give the former a monopoly. Buta 
condition and not a theory confronts us, and the fact remains that many banks of dis- 
count are operating savings departments, with and without savings bank competition, 
to their satisfaction, and many more will do so as time goes by; and the savings bank 
cannot prevent the spread of this idea. All it can hope to do is to give such security, 
such service, such interest rate, such an aggressive attitude as shall bring the savings 
funds of the community to itself: and if by virtue of more energetic methods the other 
fellow gets the business, it again, is not a theory but a condltion that the savings bank 


man has to meet. 
MAKING BANKING EASY. 


It will be found that the secret of success in savings department operation lies in 
making it easy for the depositor both to get money in, and particularly to get it out. 
And while the presentation of the pass book is an essential requirement in many cases, 
this should not bea rigid rule. There are prosperous savings departments in banks and 
trust companies to-day, in cities containing large and well-known savings banks, the 
secret of whose success lies in the fact that they not only pay the same rate of interest as 
the savings banks, but on a trifle more liberal lines. To illustrate: Here is a woman 
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with a substantial balance. She doee not care to go to the bank every time she wishes a 
few dollars, and moreover wants to pay some biils by check. She draws an average of 
one check a week. She cannot check on the savings bank; she must present her book 
in person. She will deposit with the trust company in preference to the savings bank, 
aud for very good reasons. It is the accommodation that appeals. Therefore it is sug- 
gested that two forms of accounts be opened: (a) The straight savings bank account, 
where the pass book must be presented at every transaction. On such accounts the rate 
of interest should be a trifle more than on the other class, to encourage the opening of 
such accounts. (b) A semi-active account, with limited checking privileges, the inter- 
est to be half of one per cent. lower than on the other kind, vouchers to be kept by the 
bank, book balanced not oftener than quarterly, and the interest to be paid on the low- 


est monthly balance. 
INVESTMENTS. 


The proceeds of this government should be invested in three forms of security: (a) 
Commercial paper. (b) Savings bank bonds eligible for savings banksin that state. In 
case there are no such institutions or laws, then in recognized savings bank investments 
in conservative states like New York, Massachusetts and other New England States. 
(These should be of short duration, say under ten years, and maturities so arranged that 
part of the investment is returned each year. The premium should be amortized. (ce) 
Amortized mortgages; that is, mortgages taken out upon which a definite amount is 
paid each year on the principal, the time to be a matter of agreement, not to exceed 
twenty years; preferably ten. The borrower pays a straight per cent. on the loan, as 
for instance, 10 per cent. yearly, which gives the bank four per cent. interest and liquid- 
ates the loan in fourteen years. The interest rate would probably be five or six per 
cent., making the life of the loan longer. 

Commercial paper will form the quick asset, the secondary reserve. In banks that 
are members of the Reserve Association it will be as good as cash. Short time bonds 
will, if properly chosen for maturity, furnish a reasonably quick asset but of longer 
maturity, leaving the amortized mortgages as the fixed investment. One-third cf 
each would not be out of proportion, making two-thirds of quick and one-third of 
slow assets. 

By this process the bank will constantly turn over its funds, can make larger loans 
in the first instance, and will make fixed investments as nearly liquid as may be. 

In states where segragation laws are in effcct, investments must of course follow 
the prescribed form. 

PROPER ORGANIZATION NECESSARY. 

The savings department to he effective must be properly organized, properly 
equipped, and properly managed. It should not be a mere incident to the business. In 
fact in no department of the bank is there more opportunity for aggressive, organized 
and systematic effort than in the savings department. Here advertising will have its 
chief and prompt reward. Results are certain if the work is properly done, and can 
be easily checked. 

The danger in a bank undertaking this without guidance is that it is apt to choose 
improper tools. It is quite likely to take what some other bank is using without 
regard to its utility or tried out merit. In the matter of pass books alone, it is a fine 
art to get a serviceable article. 

It must not be forgotten that in opening a savings department, the same rules that 
govern the checking department do not obtain. The pass book is a contract, and the 
rules printed therein are the conditions of the contract. Extreme care should be used 
in drawing up these rules that they be reasonable and that the bank does not oversted 
the bounds required in the law, either in doing too little or too much in connection with 
withdrawals. There are many little points to be observed that will eventually save 
worry and trouble. In the opening of two-name accounts great care should be taken 
not only to conform to the law, but also not to mislead the depositor. And while it may 
seem a very simple matter to issue a pass book, yet in law a contract is formed and has 
been so held by the courts the country over. 

The Banxinc Law JournaL is now prepared not only to advise its subscribers in 
such matters but to undertake to install the department, furnishing all supplies, adver- 
tising methods, plans for advertising campaigns, etc., with the end in view of making 
the savings department not only successful but safe, and invites inquiries to this end. 





THE NEGOTIABLE INSTRUMENTS LAW 


A SERIES OF PRACTICAL ARTICLES RELATIVE TO 
THE LAW OF NEGOTIABLE INSTRUMENTS, 
CITING RECENT AND IMPORTANT DECISIONS. 
BY JOHN EDSON BRADY, OF THE NEW YORK BAR. 


(These articles were commenced in the July, 1914, issue.) 


XII. PRESENTMENT OF BILLS OF EXCHANGE FOR 
ACCEPTANCE. 


§ 1. Where Presentment for Acceptance Required. 


The following are the only cases in which the law requires pre- 
sentment of a bill of exchange for acceptance in order to 
render the parties thereto liable: where the bill is payable after 
sight or in any other case where presentment for acceptance is 
necessary in order to fix the maturity of the instrument; where 
the bill expressly stipulates that it shall be presented for accept- 
ance ; and where the bill is drawn payable elsewhere than at the 
residence or place of business of the drawee. 


§ 2. Presentment for Acceptance in Cases Where Presentment is Not 
Required. 


The holder of a bill may present it for acceptance, although the law 
does not require such presentment. Thus, a bill having a fixed 
day of maturity may be presented for acceptance; such present- 
ment may be made at any time before the bill is overdue, includ- 
ing the day of maturity. When a bill is presented for acceptance, 
whether such presentment is required by law or not, and accept- 
ance is refused, the holder must treat the bill as dishonored and 
give due notice to the parties he intends to hold; otherwise he 
loses the right of recourse against the drawer and indorsers. 
When a bill is dishonored by non-acceptance the holder gains 
immediate right to proceed against the drawer and indorsers, and 
no presentment for payment is necessary. When a bill is deliv- 
ered to a bank, or other agent for collection, the bank or agent 
must present it for acceptance without delay, even though it be a 
bill which the law does not require to be presented for acceptance 
in order to charge the drawer and indorsers; neglect by the bank 
or agent inthis regard may result in liability in damages to the 
owner of the bill. 


$ 1. Where Presentment for Acceptance Requited.— The law does 


not absolutely require the presentment for acceptance of all bills of 
exchange in order to charge the drawer and indorsers with liability. 
Section 240 of the Negotiable Instruments Law prescribes the classes 
of bills as to which presentment for acceptance is essential. That sec- 
tion reads as follows: 

‘* Presentment for acceptance must be made: 

1. Where the bill is payable after sight or in any other case where 
presentment for acceptance is necessary in order to fix maturity of the 
instrument ; or 
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2. Where the bill expressly stipulates that it shall be presented for 
acceptance ; or 

3. Where the bill is drawn payable elsewhere than at the residence 
or place of business of the drawee. 

In no other case is presentment for acceptance necessary to render 
any party to the bill liable.’’ 

In the case of a bill not coming within this section it is sufficient if 
it be presented for payment at maturity and notice of dishonor or pro- 
test sent to the party to be charged. 


$ 2. Presentment for Acceptance in Cases where Presentment is 
Not Required.—Of course the holder of a bill may present it for accept- 
ance if he wishes to, although such presentment is not made necessary 
by law. For instance, a bill of exchange, having a fixed day of 
maturity, as a bill payable on a certain day, or one payable a certain 
number of days after date, may be presented for acceptance, and such 
presentment may be made at any time before it is overdue. Oxford 
Bank v. Davis, 4 Cush (Mass.) 188. In Bacheller v. Priest, 12 Pick. 
{Mass.) 398, in which the bill was payable four months after date, and 
was presented for acceptance about a month before it became due, it 
was held that the bill was presented for acceptance in due season. It 
is also held that a bill of this kind may be presented for acceptance on 
the very day of its maturity. Plato v. Reynolds, 27 N. Y. 586. 

When the holder of a bill, which the law does not require to be 
presented for acceptance, nevertheless makes such presentment, and 
acceptance is refused, he must treat the bill as dishonored and send 
due notice. He cannot hold the bill without further action until 
maturity and then present it for payment, unless he is willing to sur- 
render his right of recourse against the drawer and indorsers. This 
rule of law is found in section 247 of the Negotiable Instruments Law, 
which provides as follows: ‘‘ Where a bill is duly presented for accept- 
ance and is not accepted within the prescribed time, the person pre- 
senting it must treat the bill as dishonored by non-acceptance or he 
loses the right of recourse against the drawer and indorsers.’’ This 
rule applies to all bills, whether required by law to be presented for 
acceptance or not. Once the bill is presented for acceptance and 
acceptance is refused the holder must take the customary steps to 
charge the drawer and indorsers with liability. 

It is also provided in the Negotiable Instruments Law, section 248, 
that ‘‘ when a bill is dishonored by non-acceptance, an immediate 
right of recourse against the drawers and indorsers accrues to the 
holder, and no presentment for payment is necessary.’’ 

Iu Plato v. Reynolds, 27 N. Y. 586, the bill of exchange sued on 
was dated New York, September 8th, 1856, and was payable one day 
after date. As this case was decided before the abolishment of days 
of grace in New York the bill matured on September 12th. The bill 
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was presented for acceptance on that day and the drawee refused to 
accept. The bill was thereupon protested for non-acceptance without 
its being presented for payment. The drawers of the bill, against 
whom the action was brought, claimed that, as the bill was due at the 
time of its presentment, presentment for acceptance was too late, and 
that they were not liable for the further reason that there had been no 
demand of payment. It was held that the presentment for acceptance 
was made in proper time, and that no further demand of payment was 
necessary, acceptance having been refused, the court saying: ‘‘It is 
well settled that the holder of a bill, payable a specified length of time 
after date, or ona day certain, need not, for the purpose of charging 
the drawers and indorsers, present it for acceptance until it becomes 
due and payable. It may be presented before or at the time of its 
maturity.”’ 

An interesting dissenting opinion was written in this case, in 
which the writer claimed that presentment for acceptance on the day 
of maturity is improper and that when the holder of a bill waits until 
maturity before making presentment, he should then present for pay- 
ment and not for acceptance. In this dissenting opinion it was said ; 
‘* As we have seen, it is not necessary, as to the liability of the drawer, 
that the bill should be presented for acceptance. If it is duly presented 
for payment, and payment is refused, and the drawer has notice, he 
remains liable. If duly presented for acceptance, and there is a 
refusal to accept, notice must be given to the drawer, and the holder 
may at once resort to him by action, though the time for the payment 
of the bill has not arrived. It seems to me, however, that if the holder 
waits until the bill is due before presenting it for acceptance, that he 
should then demand payment, and if payment is refused, he should 
give notice of those facts to the drawer, and that unless he does so, 
the drawer will be discharged. The time having arrived when the 
holder is entitled to payment, and not having previously required ac- 
ceptance, the duty is devolved upon him of demanding payment of the 
drawer, and in case of refusal to pay, of giving notice of such demand 
and refusal. Why require acceptance, when, if the bill is accepted, 
he will be obliged, at once, to demand payment, in case he intends to 
preserve the liability of the drawer? I can see that a holder of a bill 
may be willing to discharge the drawer, and look to the acceptor alone 
and give him indulgence, and in such a case he may present the bill 
for acceptance on the day it is due, and if accepted, the acceptor will 
be liable, and as to him, no demand of payment need be made. The 
undertaking of the drawer is, that in case the bill is duly presented 
for acceptance, the drawee will accept, and that he will pay the bill 
upon due presentment for payment, whether it has been presented for 
acceptance or not; and if the drawee refuses to accept upon due pre- 
sentment for such purpose, or refuses to pay, in case payment is de- 
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manded at the maturity of the bill, and notice of such refusal is given, 
then that the drawer will pay. His liabilty is conditional. In my 
opinion, if the holder neglects to require acceptance until the bill is 
due, in the language of Kent, his right to require acceptance becomes 
merged in or confounded with the right to demand payment.”’ 

When a bill is delivered fo a bank, or other agent, for collection, 
even though it be a bill which the law does not require to be presented 
for acceptance, the bank or agent must present the bill without 
delay for acceptance. Otherwise the bank or agent may be 
rendered liable to the owner of the bill, if it is subsequently dis- 
honored. In Crawford on Negotiable Instruments, page 159, it is 
said: ‘“‘Although when a bill is made payable at a day certain, as at a 
fixed time after its date, presentment for acceptance before that time 
is not necessary, in order to charge the drawer orindorsers, yet when 
a bank receives such a bill for collection, its duty is to present the bill 
for acceptance without delay. For it is to the owner’s interest that the 
bill should be so accepted, as only by accepting it does the drawee be- 
come bound to pay it, and until such acceptance the owner has for his 
debtor only the drawer, and the step is one which a prudent man of 
business, ordinarily careful of his own interests, would take for his 
protection.’’ 

It was held in Allen v. Suydam, 17 Wend. (N. Y.) 368 that the rule, 
under which the payee of a bill, payable a certain number of days 
after date, need not present it for acceptance in order to charge the 
drawer and indorsers with liability, does not work as between the 
payee and a broker or agent to whom the payee delivers the bill for 
collection. Such agent is bound to present the bill forthwith, and if it’ 
is not accepted he must give uotice to his principal. In the event of 
his failure to duly present and give notice he becomes liable in damages 
to the principal. In this case it was held that where anagent, to whom 
there had been delivered for collection a bill payable two months after 
date, neglected to present it for seventeen days, he was liable in dam- 
ages for the full amount of the bill although it was shown that the 
drawees had no funds, that the drawer, after issuing the bill, instruct- 
ed the drawees not to accept, and that the lateness of the presentment 
had no influence upon the non-acceptance; it appearing that subse- 
quent tothe drawing of the bill in question, other bills drawn by the 
same drawer upon the same drawees, had been accepted and paid, or 
secured to be paid. In other words, as stated in the opinion: ‘‘It is the 
duty of one holding a bill as agent to present it as soon as possible; 
several reasons are given, one of which is, that if the affairs of the 
drawer should become deranged, an agent who has neglected to do 
that might be answerable in damages and interest to the person who 
employed him.”’ 


(To be Continued.) 

















This Department embraces all the newly-decided cases of importance to 
bankers, bank counsel and bank directors. The experiences they disclose 
are likewise worthy the careful attention and study of the merchant, 
the depositor and the bank student seeking advancement. Further infor- 
mation regarding any case published will be furnished on application. 


WRONGFUL PAYMENT OF CHECKS. 





Stoll v. Commercial National Bank, Supreme Court of Utah, March 27, 1914. 140 Pac. Rep. 115. 


The plaintiff, who kept her account in the defendant bank, instructed the bank 
not to pay any checks thereafter drawn by a person purporting to act as her agent. 
The bank, however, allowed the agent to withdraw the funds then on deposit, 
and also honored later checks drawn by him against funds subsequently deposited 
by the plaintiff. It was held that the bank could not escape liability as to the sub- 
sequent checks on the ground that the revocation of the agent’s authority applied 
only to the funds then on deposit, and not to moneys thereafter deposited. 


Action by Eliza D. Stoll against the Commercial National Bank. 
From judgment for part of plaintiff’s claim, she appeals. Reversed. 
and remanded, with directions. 

Straup, J. The defendant is a banking institution in Salt Lake City. 
The plaintiff was one of its depositors. She brought this action to re- 
cover for moneys which she alleged were paid out on her account with- 
out her authority, and for an accounting. She was given judgment 
for $194.63, and appeals. She claims on the record she is entitled to 
a judgment for $990.75 more, and interest thereon. 

In October, 1908, she was the owner of a rooming house in Salt 
Lake City. One D. B. Russell was one of her roomers. On the 16th 
of that month she sold the rooming house to one Ray, and for the greater 
part of the purchase price took his promissory notes secured by chattel 
mortgage on the furniture. The mortgage was recorded. The busi- 
ness, or some of it connected with the sale, was conducted by Russell 
for the plaintiff. She was indebted to the owner of the building for 
rent in the sum of $58.35. The Ray notes were left with the owner’s 
attorneys until the rent should be paid. About that time, or shortly 
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thereafter, she moved to Idaho. Later she sent a check to Russell at 
Salt Lake City for $58.35 to pay the rent. He took up the notes and 
mortgage, and took them to the defendant’s bank, and there applied 
for a loan of $200 in the name of the plaintiff, and offered to give the 
Ray notes and mortgage as security. His authority to negotiate the 
loan was questioned by the bank. He produced what the witnesses 
called a power of attorney which, he claimed, authorized him to do 
business for the plaintiff. The instrument was not in possession of 
either party; and hence was not produced at the trial. The witnesses 
who saw it testified that it was a writing of but a few lines on note paper 
in Russell's handwriting, apparently signed by the plaintiff, and that 
the substance of it was to give Russell ‘*‘ power to transact business for’’ 
the plaintiff. It was not acknowledged and not recorded. The plain- 
tiff denied that she signed it, or that she gave Russell any such authority 
or power whatever. He, in virtue of such pretended power of attorney 
and authority, borrowed $200 at the bank, signeda note for that amount 
in plaintiff’s name, per his name, as agent or attorney in fact, deposit- 
ed the Ray notes and mortgage as security, then deposited the $200 
and the check for $58.35 in defendant’s bank in plaintiff’s name, and 
then drew checks on the account in plaintiff’s name, per his name as 
agent or attorney. In that manner he drew a check in favor of the 
attorneys for the owner of the building for the rent, and also drew 
other checks in the same manner on the account. Later he wrote the 
plaintiff that he had borrowed $200 at the bank, and stated that he him- 
self desired $15, and later wrote that he needed $65 for his own use. 
The plaintiff, as she testified, becoming suspicious, on the 8th day of 
November, 1908, wrote the bank, ‘* Please do not cash any checks in 
my name not coming direct from me here at Twin Falls, Idaho.’’ 
That letter was received by the bank onthe 11th of that month. That 
the letter was written and so received by it is not disputed. It ever 
since remained in its possession, and, on notice, was produced by it on 
the trial. On the 11th, when the bank received the letter, there was 
standing to the plaintiff’s credit in the bank the sum of $135. She by 
this action, has not sought to repudiate the loan, nor to recover for any- 
thing which the bank paid out on checks drawn by Russell prior to 
November 11th. She seeks to recover the moneys which the bank 
thereafter paid out on his checks drawn on her account. Notwithstand- 
ing the instructions and directions received by the bank from the plain- 
tiff, it nevertheless, on the 11th of December, honored and cashed a 
check presented by Russell drawn on plaintiff’s account, in her name, 
per his name as agent or attorney, for the sum of $135. That was all 
the money she then had on deposit to her credit. In the early part of 
January, 1909, Russell without the knowledge, consent or authority of 
the plaintiff, released the Ray mortgage of record, and resold the room- 
ing house to one Amy for a consideration of $1,880, $1,200 of which was 
paid by check, payable to the order of the plaintiff, and $680 in prom- 
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issory notes executed by Amy, and secured by mortgage. Russell took 
the $1,200 to the bank, indorsed it in plaintiff’s name, per his name as 
agent, and deposited $1,106.90 to her credit, and in her name, and 
took the balance, $93.10, in cash which he kept. Then he drewa 
check in plaintiff’s name, per his name as agent, payable to the bank, 
in the sum of $106 90, the balance due and unpaid on the $200 loan. 
That left $1,000 standing to the plaintiff's credit in the bank on the 12th 
of January 1909. Itisthis money—the $1,000—which later was drawn 
out by Russell in violation of her directions, for which she claims ad- 
ditional judgment. On the 12th of January, Russell wrote the plaintiff 
that he hid resold the rooming house, and that there was to her credit 
in the defendant's bank $1,000, and that he had by registered package 
sent her the Amy mortgage and check for $1,009, payable to her order, 
signed in her name, per his name as agent, and advised her that, if 
she left the money in the bank, she could get 4 per cent. interest or, 
if she desired to use it, to indorse the check and mail it to the bank, 
and request a New York draft. That was the first knowledge she had 
that Russell had resold the rooming house. She at once communicated 
with friends at Salt Lake City concerning the matter, and on the 25th 
m 1iled the check unindorsed to the bank,and requested a New York draft 
for $1,000. The check and letter were received by the bank on the 28th. 
It replied that: ‘‘The check is unindorsed. We are holding this 
check until we can see Mr. Russell, as he has not yet deposited funds 
to m2et the same.’’ There was not then $1,000 to her credit. Be- 
tween the 12th and 19th of January Russell drew on the $1,000 deposit 
by checks, most of them payable to and presented by himself, one for 
$759, and all of them for his benefit, signed in plaintiff’s name, per 
his name as agent, until the amount on the 19th of January was re- 
duced to $9.25. Then Russell absconded, and has not been heard of 
since. That he was an impostor and a cheat is clearly shown. 

The court awarded plaintiff a judgment for $135, the amount which 
was on deposit to her credit November 11, 1909, when the bank receiv- 
ed her letter notifying it not to cash any check not coming direct from 
h2r at Tw:n Falls, and for $9.25, the amount still standing to her credit, 
and interest on these amounts, a total of 194.63. But the court did 
not award her anything for other moneys checked out on her account 
by Russell after the receipt of the letter by the bank. This on the 
theory, as found by the court: ‘‘ That, with the payment of the de- 
fendant of the $135 check on December 11, 1908, all the money on de- 
posit in the defendant bank, and which was obtained as a loan, was paid 
out. and that account closed, and, when the deposit of the $1,106.90 
was made by Russell January 12, 1909, a new account was opened, and 
the defendant believed, and was justified in the belief, that the new 
transaction, viz., the deposit of said money by Russell, and the draw- 
ing of the checks as attorney in fact, or agent of the plaintiff, were 
authorized by plaintiff, and within authority of said Russell. That 
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plaintiff is not entitled to judgment against the defendant for any sum 

or amount, except for $135, with interest from December 11, 1908, 
amounting to $182.25 and $9.25 with interest from January 20, 1909, 
amounting to the sum of $12.38, in all the sum of $194.63.’’ 

The only direct evidence to support this finding is the testimony of 
the defendant’s bookkeeper that plaintiff’s “‘account was closed on 
December 11, 1908,’’ when Russell drew the $135 check, all the money 
the plaintiff then had at the bank, and that, when Russell thereafter, 
on the 12th of January, deposited to her account and credit the $1,200 
Amy check, less $93.10 cash kept by him, a new account was opened. 
Hence the defendant contended, and the court found, that the letter 
written by plaintiff in November directing the bank not to pay any 
checks in her name not coming direct from her applied only to the so- 
called first account, and not to the second. We see nothing in the re- 
cord tojustify that. The plain disregard of plaintiff’s directions given 
the bank cannot be justified by its mode of bookkeeping, or by entries 
made by it on its books closing and opening accounts. It cannot by its 
own boot straps lift itself out of trouble in any such manner as that. 
Nor may it.justify such disregard by placing a construction on plaintiff’s 
letter which it will not bear—that it applied to plaintiff’s funds oh de- 
posit in December, but not to those in January. That is a warrantable 
interpretation of plaintiff’s letter. 

The court awarded the plaintiff herein judgment for the $135, on the 
theory that whatever power or authority Russell had to draw on her 
account was revoked by her letter to the bank. No other power or au- 
thority whatever thereafter to draw on her account by Russell is shown 
orfound. Thecourt, nevertheless, found that the bank, after it received 
the letter, believed, and was justified in the belief, that he was authoriz- 
ed to draw on her account. But there is nothing to support that. 
Between the 11th of December, when the bank cashed and honored 
Russell’s check for $135, which the court found was unauthorized, and 
January 12th, when he deposited $1,106.90 to plaintiff’s credit, and 
drew checks on her account, no dealings or transactions whatever were 
had between the plaintiff and the bank, nor was there anything said or 
done by her to show that any such power was restored or reconferred. 
The bank, on the 11th of December, honored and cashed Russell’s check 
for the $135 in utter disregard of plaintiff’s letter, and likewise in January 
cashed and honored his checks in utter disregard of her directions and 
instructions. It did not then treat the letter revoking Russell’s au- 
thority applicable to the so-called one account and inapplicable to the 
other. It wholly disregarded and ignored it as to both. But it is 
claimed that the plaintiff by holding the $1,000 check which Russell 
had mailed to her on the 12th of January until the 26th, when she sent 
it to the bank, and requested a.New York draft, acquiesced in Russell’s 
authority to draw checks. There is nothingto that. The bank had 
no knowledge whatever of that check until the 28th of January, when 
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it received it from the plaintiff. Prior to that, between the 12th and 
the 19th, it had honored and cashed Russell’s checks drawn on her ac- 
count until on the 19th it was reduced to $9.25. So the knowledge 
which it obtained on the 28th in no sense influenced it in honoring and 
cashing Russell’s checks drawn on her account and presented by him 
prior to that time. Such subsequently acquired knowledge cannot be 
looked to to support the finding that the defendant believed, and was 
justified in the belief, that Russell was authorized to draw the checks 
drawn and presented by him after the letter of revocation. Nowhere 
has the court even found that Russell was in fact at any time authoriz- 
ed to draw on plaintiff’s account. It but found that the defendant be- 
lieved, and was justified in the belief, that he was authorized. But 
nothing was found, nor does the record show anything to support that. 
The court finds that ‘‘on November 2, 1908, Russell presented to the 
bank a paper purporting to be signed by plaintiff, apparently genuine, 
empowering him to attend to her business in Salt Lake City’’—the so- 
called power of attorney. No finding is made that it was signed by 
her, or that she in fact had given him any such authority. But the 
court expressly finds that the defendant, on the 11th of November, re- 
ceived from the plaintiff the letter which in clear terms directed it not 
to cash any checks in her name not coming direct from her, and that 
the defendant thereafter, without authority, honored and cashed Rus- 
sell’s check for $135 on the 11th of December, thus recognizing and 
treating the letter as a revocation of Russell's authority and power to 
draw checks on her account. Now, what happened thereafter to 
show that any such authority or power was restored or reconferred? 
Nothing is found, nor pointed to, except the $1,000 check which Rus- 
sel mailed to the plaintiff, but of which the bank had no knowledge 
whatever, until 10 or 15 days after it had honored and cashed Russell’s 
checks reducing the account to $9.25. 

We think on the record, and on the facts found by the court, except 
the conclusion or finding referred to which is wholly unsupported, 
and not justified, the plaintiff is entitled to a judgment for the addi- 
tional sum prayed for, $990.75, andinterest. The case is therefore re- 
manded, with directions to so amend the findings and the judgment. 

Appellant to recover costs. McCarty C. J., and Frick, J., concur. 


WRONGFUL PLEDGE OF STOCK. 


Morgégrage v. National Bank of California, California District Court of Appeals, February 26, 1914. 
140 Pac. Rep. 300. 


A broker, to whom certificates of stock had been delivered indorsed in blank 
for sale, wrongfully pledged the stock with a bank to secure a loan, the bank hav- 





NOTE.—For other similar decisions see Banking Law Journal Digest, § 383. 
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ing no notice that the broker was acting in an unauthorized manner. It was held 
that the bank acquired rights in the stock superior to those of the true owner. 


Action by Wilbert Morgrage against the National Bank of California. 
From a judgment for defendant, plaintiff appeals. Affirmed. 
JAmeEs, J. This action was brought to recover damages for the al- 
leged conversion of 15,000 shares of the capital stock of a certain oil 
company. The appeal is from a judgment entered in favor of the 
defendant, and is presented on the judgment roll and a bill of ex- 
ceptions. 

In August, 1910, one C. B. Miner was engaged in business as a 
stockbroker in the city of Los Angeles, and a banking account was car- 
ried with him on the books of defendant. Miner had, during the time 
that he carried the account with defendant, been a depositor of a large 
amount of money. Between the lst and the 11th days of August he 
had deposited with defendant bank the sum of $156,919.02. On the 
morning of August 12, 1910, his cash credit balance was $5,651.84. At 
noon on the same day checks had been received by the bank, drawn 
against the account, aggregating the sum of $21,241, which checks were 
held to await a deposit to cover. At about 2 o’clock on that day Miner 
offzred for credit drafts drawn by him, accompanied by certificates of 
stocks, and some checks drawn to his order. There were four of these 
items, aggregating $15,739.05. which amount was passed to his credit. 
At the end of that day the credit had been exhausted by the payment 
of checks issued by the depositor. As a matter of fact, of the $15,- 
739.05 credit on August 12th, the amount of $12,420 was made up of 
items which were not bona fide but fraudulent, which fact was not dis- 
covered until later. On August 13th, in the forenoon, a new deposit 
credit was given Miner for items presented on that day, amounting to 
$20,651,25. That was the last transaction had with the bank by Miner, 
who immediately absconded, and was not thereafter heard from. 
Among the items included in the credit of $15,739.05 given on August 
12th was one for the sum of $4,837.50, which was represented by draft 
drawn by Miner on one Gartland at San Francisco. Attached to this 
draft were the certificates representing the stock which, it is alleged by 
appellant, was improperly converted to the use of defendant. In re- 
ceiving the draft for collection, according to the customary mode of 
doing business with Miner, the bank did so with the agreement that, if 
the draft was not paid when presented, the amount thereof should be 
charged back to Miner in his account, and, if he failed or refused to 
reimburse the bank, the stock of the oil company should then be re- 
sorted to by the bank tosecure such reimbursement. A transfer of the 
certificates of stock had been indorsed in blank by the persons to whom 
the stock had been issued, and they were presented in that form by 
Miner to the bank when he deposited the draft. 

It is admitted that the bank, if it had no notice of any other owner- 
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ship than that presumed from the bank indorsement, could rightfully 
assume that Miner was the owner thereof, and, if it parted with value 
relying upon that presumption, the title that it might secure in a pro- 
ceeding taken for the purpose of subjecting the stock to the satisfaction 
of the debt arising upon the non-payment of the draft would be a good 
title, even though Miner was not the real owner, but, as the fact was, 
he had received the stock for the purpose of making a sale of it in the 
course of his brokerage business. The owners of the stock had, in fact, 
indorsed the transfer thereof in blank, and hadi given Miner authority 
to sell and deliver the shares represented by the certificates. As a 
matter of fact, however, Miner. had made no sale of the stock to Gart- 
land, the person upon whom he drew his draft, and in view of subse- 
quent events, it appeared clear that his intention, when he presented 
the draft and stock was to improperly secure a credit to be made in his 
favor and upon which he might obtain money. As soon as the bank 
secured an intimation that Miner had absconded, which was on August 
13th, it proceeded to apply the credit balance of Miner’s account to 
cover items owing to it, arising in part upon credits given which were 
fraudulently obtained on drafts accompanying purported certificates of 
stock which were found to be forgeries, andincluding one check drawn 
in Miner’s favor for the sum of $5,000, the signature of the drawer of 
which was found to be a forgery. The amount of $5,800 was credited 
upon an indebtedness evidenced by a promissory note drawn in favor 
of the bank by Miner, upon which there was then due the sum of $12,- 
800; and, when these amounts were charged against the credit, there 
remained only the sum of $1,000, which was paid out on a check issued 
by Miner. After these credits had been applied, Miner was still in- 
debted to defendant. Within a few days thereafter a notice was re- 
<eived that the $4,837.50 draft drawn upon Gartland had been dis- 
honored, and the bank, in order to reimburse itself for the credit on 
that account as given to and used by Miner, took proceedings to sell, 
.and did offer for sale and bid in, the stock of the oil company which 
had accompanied this draft. Meanwhile appellant herein secured by 
assignment whatever interest, if any, was retained by the persons who 
had indorsed the stock to Miner, and this action was brought after re- 
fusal made bythe defendant to deliver up the stock upon appellant’s 
demand therefor. 

The first contention made by appellant is that it is essential for the 
defendant to allege and prove that, at the time it received the stock in 
question, and at the time it paid out the money credited to Miner on 
account thereof, it had no notice of any claim of interest possessed by 
any other person in the shares of stock. The defendant in that regard 
did allege in its answer the following facts, which were substantiated 
by the evidence, and found by the court to be true: ‘‘And that, in the 
said transaction involved in this controversy, when the said Miner pre- 
sented the same to the defendant, with the draft attached as aforesaid, 
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the said Minerdid request of the assistant cashier of defendant, who 
was one of the officers authorized to act for the bank in such transac- 
tions, that acredit be given him in his deposit by way of advancement 
to him for the amount of the said draft, and that the said stock should 
stand as security for such advancement, as hereinbefore set forth, and 
defendant did, pursuant to said request, investigate the value of said 
stock, and, being of the opinion that its value was sufficient to justify 
said advancement, did, upon the faith of said security, and upon the 
transfer and deposit of the same with the said bank, as aforesaid, for 
the purpose of securing the said bank, defendant did credit the said 
Miner with the amount aforesaid, and the same was checked out and 
received by said Miner as aforesaid, and in the said transaction this 
defendant understood and believed that the said Miner was the abso- 
lute owner of the said stock, and the defendant had no knowledge, 
information or belief that any other person than the said Miner had any 
interest therein or in any part thereof, and said credit was given upon 
the faith of said belief.’’ By this allegation the agreement and trans- 
action, which included the giving of the credit and the using of the 
same by the payment of checks drawn against it, were first set out, and 
the allegation following—that ‘‘in the said transaction this defendant 
understood and believed that said Miner was the absolute owner of the 
said stock’’—seems sufficient as covering all of the times material to 
the matter involved in the question made. Because, on the day follow- 
ing the date upon which the draft and the oil stock were deposited and 
credit given, an additional sum of money was deposited, which would 
have been sufficient, if so applied, to discharge the amount of the draft 
credit, that condition of the account did not operate to extinguish the 
obligation of Miner thereon. The defendant had the right at any time 
to offset any matured indebtedness owing by Miner to it against his 
credit (Marble Co. v. Merchants’ Nat. Bank, 15 Cal. App. 347, 115 
Pac. 59), and it was in the exercise of this right that it utilized the 
major portion of the credit obtained by the deposit of August 13th. 
At that time it had not been ascertained that the Gartland draft would 
be dishonored, although, even had that fact been known, the rights 
of defendant as to the application of the credit would not have been 
changed. Itwas the agreement that the stock accompanying the draft 
might be utilized for the purpose of reimbursing the bank on account 
of that particular credit. The bank to that extent had security to 
cover the amount so credited, and unquestionably it had the right to 
look to that security in securing satisfaction of the debt. Both ques- 
tions discussed must therefore be resolved against the contention of 
appellant, and there are none others which seem to require attention. 

There was sufficient evidence to sustain all of the findings made by 
the trial court. 

The judgment is affirmed. We concur: ConreEy, P. J.; SHaw, J. 
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COLLECTION OF DRAFTS. 


First National Bank of Shreveport v. City National Bank, Supreme Court of Texas, May 6, 1914. 
166 S. W. Rep. 689. 


1. Negligence of Collecting Bank.—A bank receiving drafts for collection is 
guilty of negligence where it sends the drafts to the drawee bank, which does not 
remit, and fails to make inquiry for more than a month, at the end of which time 
the drawee fails. 


2. Liability for Default of Correspondent.—A bank, in taking paper for collec- 
tion, may, by express stipulation, avoid liability for the negligence or defaults of 
its correspondents, through whom the collection is handled. 


3. Sending Draft Directly to Drawee.—It is not negligent for a collecting bank 
to send drafts directly to the drawee bank, where the drawee is in good standing 
and there is no other bank at that place, and where it further appears that there is 
a custom among banks to make collections in this manner and that the express 
companies refuse to handle protest items. 


Certified questions from Court of Civil Appeals of First Supreme 
Judicial District. 

Action by the First National Bank of Shreveport against the City 
National Bank of Galveston, which impleaded the Stockyards National 
Bank of Ft. Worth. Froma judgment in justice court for plaintiff and 
for defendant over against the impleaded bank, defendant appealed to 
the county court, and, from a judgment there for defendant, plaintiff 
appealed to the Court of Civil Appeals, which certified questions to the 
Supreme Court. Questions answered. 

PHILLIPS, J. The certificate of the honorable Court of Civil Ap- 
peals for the First District and the questions thereunder propounded 
are as follows: 

‘*In this case the First National Bank of Shreveport (which will be 
h2reafter designated as the Shreveport Bank) sued the City National 
Bank located at Galveston (which will be designated as the Galves- 
ton Bank) to recover the amount of three several drafts, aggregating 
$326.32, less a credit of $135.62, on the Edgewood National Bank, which 
were sent by the Shreveport Bank to the Galveston Bank for collection. 
The suit was instituted in the justice court. The Galveston Bank 
brought in the Stockyards National Bank of Fort Worth (hereafter 
designated the Ft. Worth Bank), to which it had sent the drafts for 
collection, and by which they had been sent tothe Edgewood Bank, and 
prayed for judgment over against said bank in case of a recovery 
againstit. Atrial in the justice court resulted in a judgment against 
the Galveston Bank in favor of plaintiff, and in favor of the Galveston 
Bank against the Ft. Worth Bank. An appeal to the county court re- 
sulted in a judgment in favor of the Galveston Bank and the Ft.Worth 
Bank, upon a peremptory instruction tothe jury. The Ft. Worth Bank 
filed its plea of privilege to be sued in Tarrant county, which was 
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taken under advisement by the county court, but was not ruled upon; 
the court rendering judgment in favor of that bank as to the demand of 
the Galveston Bank against it, upon the rendition of the judgment in 
favor of the Galveston Bank as against the claim of the Shreveport 
Bank. From the judgment the Shreveport Bank prosecutes this appeal. 

‘“‘Appellant, having made no claim against the Ft. Worth Bank, and 
consequently not being entitled toany relief against it, on its pleadings, 
cannot complain of the judgment in favor of that bank against the 
claim of the Galveston Bank. The case as presented is limited to the 
judgment in favor of the Galveston Bank as to the claim of the Shreve- 
port Bank against it. 

‘“The question presented is one of great importance to the banking 
interests, which we think should be definitely settled by the Supreme 
Court. The authorities are in some confusion. Our jurisdiction in 
this case is final. For these reasons, we deem it proper to certify to 
your honorable court the following questions: 

‘‘First. Was the Stockyards National Bank, correspondent of the 
City National Bank, negligent in its dealings with these drafts? 

‘“Second. Was the City National Bank liable to the Shreveport Bank 
for the negligence, if any, of its correspondent, the Stockyards Na- 
tional Bank ? 

‘“Third. Was the City National Bank negligent itself in failing to 
make inquiry of its correspondent as to the collection of the drafts, or 
in sending these drafts for collection tothe Stockyards National Bank, 
with the knowledge that the latter bank would send them to the 
drawee bank ?’’ 

In response to the first question we think it is manifest, under the 
statement of case made by the Court of Civil Appeals, that the Stock- 
yards National Bank was negligent in failing to make inquiry of the 
Edgewood National Bank in regafd to the collections or a reasonable 
effort to obtain from that bank the remittance for them. The checks 
wre not seat by it to th: Edgewood National Bank for credit to its 
account upon collection, but for collection and returns, and under fur- 
ther established instructions to promptly remit direct to it for all col- 
lections. It received the items from the appellee on December 5th, 
and immediately forwarded them to the Edgewood Bank, by which they 
were received and paid on December 7th. The Edgewood Bank did not 
fail until January 13th, more than a month following, during which 
tim2 it apparently continued to transact its business in regular course. 
The checks not having bzen protested or returned, the Stockyards Na- 
tional Bank was necessarily aware within a few days after it had for- 
warded them that the Edgewood Bank had not complied with its in- 
structions to make remittance, and under the circumstances due care 
would have prompted some effort to learn the cause and obtain the re- 
turns. According to the foregoing statement, however, it did nothing 
in the matter beyond forwarding the checks to the Edgewood Bank, 
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apparently withdrawing its care from the transaction at that initial 
stage of its own relation, which of course, was negligent conduct. We 
do not think that under the circumstances stated it should be held 
guilty of negligence as a matter of law in sending the checks for collec- 
tioa to the bank upon which they were drawn, for reasons to be stated 
under the third question. ° 

There is a diversity of view in authorities upon the question whether 
a correspondent bank, to which another bank receiving from the owner 
negotiable paper for collection transmits it for collection, is agent of the 
owner or the forwarding bank, and whether the latter may be held for 
its negligence in such transactions. It has not been decided by this 
court, though reference was made to it and the state of the authorities 
upon it in Bank v. Weiss, 67 Tex. 331, 3 S. W. 299. That, in the 
absence of a special contract or established and understood usage to 
the contrary, the correspondent bank is the agent of the forwarding 
bank, and not of the owner or the holder of the paper delivering it to 
the forwarding bank, is the general rule adhered to by many courts of 
eminence in this country among them the United States Supreme 
Court. The contrary holding has been as strongly announced and 
as firmly maintained by other courts of distinction, and has upon its 
side the weight of Chief Justice Marshall’s opinion in Bank v. Triplett, 
1 Pet. 25, 7 L. Ed. 37, and Chancellor Walworth’s notable dissenting 
opinion in Allen v. Merchants’ Bank, 22 Wend. (N. Y.) 215, 34 Am. 
Dec. 289. An extended discussion of the question, with the authori- 
ties supporting each view, may be found in Morse on Banks and Bank- 
ing, §§ 268-287, that author giving his approval tothe negative position. 

But this case does not present the question in its broad and general 
nature. It arises here under conditions which would necessarily qualify 
the operation of even the rule affirmed by those courts that hold the cor- 
respondent bank to be the agent of rhe forwarding bank, and the latter 
liable for its neglect. There is probably no stronger authority in favor 
of that rule than Exchange National Bank v. Third National Bank, 112 
U.S. 276, 5 Sup. Ct. 141, 28 L. Ed. 722. Yet in that case it is said: 
“‘And, while the rule of law is thus general, the liability of the bank 
may be varied by consent or the bank may refuse to undertake the 
collection. It may agree to receive the paper only for transmission to 
its correspondent, and thus make a different contract, and become re- 
sponsible only for good faith and due discretion in the choice of an 
agent.’’ And in Morse on Banks and Banking it is stated (section 
269): ‘‘Ifthere is an express contract upon the matter of the first bank’s 
responsibility, of course the question will be governed by it.’’ And in 
section 270: ‘‘ Usage may determine the question. If the law has not 
already been settled by judicial determination, so as to exclude any 
subsequent evidence of usage to subvertit, the bank may absolve itself 
from liability for the acts of agents other than itself, or the customer 
my fix such liability upon the bank, by showing, respectively, that 
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such is the established usage and understood custom in the place where 
the bank, the extent of whose duty and liability is in question, is 
situated.”’ 

Here it was shown, not only that there prevailed in Texas and else- 
where a general and well understood custom for banks receiving col- 
lections upon other points not to effect the collections themselves, but 
through the agency of other banks selected by them, a custom known 
to appellant at the time and expected by it to be pursued in this tran- 
saction, but that these particular checks were intrusted by it to the ap- 
pellee for collection with distinct notice, previously given it by the lat- 
ter and reiterated in this instance, ‘‘that it would observe due diligence 
in the selection of banks or agents for the collection of all paper out of 
the city, but would not be responsible for the failure or negligence of 
such banks or agents.’’ The appellee would have had the undoubted 
right to decline to handle the paper except upon such understanding 
of its duty and liability. It was as clearly entitled to attach such con- 
dition to its undertaking, and no sound reason can be urged why it 
should be denied effect as to a party who understood it and so acted as 
to create assent toand acceptance of it. By forwarding the paper to 
the appellee with knowiedge of this distinct limitation of its liability, 
the appellant expressed its agreement to the terms of the limitation. 
It is therefore in the position of having in advance agreed to the ex- 
emption of appellee from liability for any negligence of its corres- 
pondents in the course of the collection, and accordingly cannot re- 
cover of it on account of such negligence. 

The second question is answered in the negative. 

Replying to the third question, we do not think under the circum- 
stances appellee should be held guilty of negligence for merely fail- 
ing to make inquiry of its correspondent in respect to the collection, or 
in sending the checks to it with knowledge that it would send them to 
the bank upon which they were drawn. The checks were sent by it to 
its c>rrespondent at Ft. Worth, not forreturns, but for credit, and they 
were credited to its account by the latter bank immediately on receipt. 
They were sent with instructions to protest in the event of non-pay- 
ment, a regular method of affording notice in case of dishonor for any 
cause. It does not appear that appellee had any notice that the collec- 
tion had failed prior to the closing of the Edgewood Bank. Under such 
circumstances we think appellee had the right to assumethat the checks 
had been paid, and to act accordingly. 

The Stockyards National Bank, appellee’s correspondent at Fort 
Worth, was a reliable bank in good standing, and there was no negli- 
gence in merely sending the checks to it. The Edgewood Bank, the 
drawee of the checks, was the only bank at Edgewood, and was in good 
standing up tothe time ofits failure. The checks were to be protested 
at Edgewood if not paid. The express company there, apparently the 
only other public agency for making the collection, would not handle 
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protest paper at all. The established custom, under this somewhat ex- 
treme condition, was tosend the checks to the drawee bank if it was 
in good standing, and the instructions to protest were generally ob- 
served by such banks. Appellant was aware of this general custom 
and did not expect this business to be handled differently. Except by 
the adoption of an extraordinary method, which was not incumbent 
upon it, it seems to us that in making the collection the Ft. Worth 
Bank had no alternative but to send the checks to the drawee bank, and 
as that bank was in good standing at the time, it should not be deemed 
guilty of negligence on that account. Wilson v. Bank, 187 Ill. 222, 
58 N. E. 250, 52 L. R. A. 632. It follows that appellee was not negli- 
gent in forwarding the checks to its correspondent with knowledge that 
it would in turn forward them to the bank upon which they were 
drawn. The third question is therefore answered in the negative. 





HOLDER IN DUE COURSE. 





Davis v. Clark, Court of Errors and Appeals of New Jersey, March 16, 1914. 90 Atl. Rep. 303. 


The purchaser of a negotiable instrument is not deprived of the character of 
a holder in due course because he took the instrument under circumstances suffi- 
cient to put him on inquiry. He must have had actual knowledge of the defect in 
the instrument or knowledge of such facts that his taking the instrument amounted 
to bad faith in order to lose the rights of a holder in due course. 


Action by William G. Davis against Samuel Clark. There was a 
judgment for plaintiff, and defendant bringserror. Affirmed. 


KALIscH, J. The judgment challenged by the appellant was given 
on a verdict directed against him for plaintiff in the court below. The 
action was based on a promissory note for $10,000, under date of De- 
cember 20, 1911, made by Samuel Clark, the appellant, to the order of 
William Rotter, and indorsed by the latter to William G. Davis, the 
respondent, who gave $9,100 value for it. The sole inquiry raised by 
the appeal is: Were there facts bearing on any question that would de- 
feat the respondent’s right to recover? The facts developed on the 
trial showed that the appellant bought 250 shares of stock, in the Peo- 
ple’s Talking Machine Company, having a par value of $25,000, for 
$5,000. Rotter, the payee of the note mentioned, and one Meiselbach, 
were stockholders in thecompany. Rotter was an inventor,and Meisel- 
bach a practical manufacturer and both were relied on by the other 
stockholders in the Company to manage and carry on the business. In 
the month of April, 1911, ata meeting of stockholders, Rotter stated 
in the presence of all the stockholders, including the respondent, who 
was also a stockholder, that he (Rotter) had a position offered him by 
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a rival company at a much larger salary than he was receiving, and 
that he had accepted it, and therefore was going to leave, whereupon 
Meiselbach stated that, if Rotter left, he would leave. The stockhold- 
ers endeavored toinduce Rotter to remain, and he then suggested that 
he would buy their stock, and it was finally agreed to sell him their 
stock for 40 cents on the dollar. The appellant received $10,000 from 
Rotter for his 250 shares, claiming that he was induced tosell through 
the representations made by Rotter and Meiselbach. Later, in Decem- 
ber, 1911, Rotter sold back to the appellant 100 shares of the stock for 
$10,000, for which appellant paid with the note in controversy. On 
the 18th day of January, 1912, respondent purchased the note of Rotter, 
giving him therefor $4,000 in cash, capital stock of the People’s Talk- 
ing Machine Company having a par value of $5,000, respondent’s note 
for $900, and $100 were allowed for discounting the note. The $900 
note was not paid,and the plaintiff was permitted to recover the amount 
the note actually cost him, which was $9,100. 

The appellant claimed as a defense against the payment of the note 
that he was induced to sell out his 250 shares to Rotter in consequence 
of what Rotter and Meiselbach represented at the stockholders’ meet- 
ing in April, 1911, which representations he declares were false. But, 
even if this be conceded, there was no perceptible connection between 
the appellant’s selling out his 250 shares to Rotter in April, 1911, and 
his repurchasing 100 shares of him in December, 1911. The further 
claim of the appellant is that, when Rotter sold back to him 100 shares 
of this stock, he then represented that one Whitehead had invested 
$10,000 in the company, and that he was about to become its president, 
and that the company was in good shape, which representations he 
says were untrue. But the appellant manifestly did not rely on the 
representations made. He himself says that the fraud of which he 
complains is the fraud practiced upon him in April, by which he was 
induced to sell out his stock; but this, of course, had nothing to do 
with the repurchase of it eight months later. And it further appears 
that, about ten days after the respondent acquired the note, the appel- 
lant called upon him and made a proposal to pay $7,500 in cash when 
the note came due and to renew it for $2,500, which proposal the ap- 
pellant says the respondent agreed to. Inthe meantime, however, ap- 
pellant says that Rotter confessed to him the deceit practiced upon ap- 
pellant in April, 1911, through which he was induced to sell out his 
stock to Rotter, and because of that deceit, and that only, he told res- 
pondent that he would refuse to pay the note. 

Even if it were assumed that the note in controversy is tainted with 
fraud by reason of the representations made by Rotter to the appellant 
when he sold to him the 100 shares of stock, and for that reason a jury 
question was raised as between the original parties to the note, that 
does not militate against respondent being a bona fide holder in due 
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course. There was no testimony at the trial that tended to show that 
respondent had any knowledge of any of the facts of the transaction in 
December between appellant and Rotter at the time he purchased the 
note from Rotter. But, evenif it had appeared that there were sus- 
picious circumstances that would put a man on inquiry at the time res- 
pondent bought the note, it would not preclude his right to recover. 
The latest pronouncement of the legal rule governing this topic was 
made in Rice v. Barrington, 75 N. J. Law, 806, 70 Atl. 169, decided 
by this court after the enactment of sections 56 and 57 of the Negoti- 
able Instruments Act (3 Comp. St. 1910, p. 3741), dealing with the 
subject as to what shall constitute notice of infirmity or defect in title 
and as to the rights of a holder in due course of a negotiable instru- 
ment under that act, where Mr. Justice Garrison, speaking for the 
court (75 N. J. Law, 807, 70 Atl. 170), said: ‘‘Bad faith—i. e., fraud; 
not m2rely suspicious circumstances—must be brought home toa hold- 
er for value whose rights accrued before maturity, in order to defeat 
his recovery on a negotiable note upon the ground of fraud in its in- 
ception or between the parties to it.’’ 

As the defense failed to adduce any testimony tending to establish 
that the alleged fraud charged against Rotter was brought home to 
the respondent, who wasa holder for value whose rights accrued before 
maturity, no jury question was presented, and therefore the court very 
properly directed a verdict for the plaintiff. Judgment will be affirmed. 


CONDITIONAL DELIVERY OF NOTE. 


Sayre v. Leonard, Supreme Court of Colorado, April 6, 1914. 140 Pac. Rep. 196. 


The maker of a note may defend an action brought by the payee on the ground 
that the note was delivered upon a condition which was not complied with. 





BAILEY, J. This action was commenced in the county court of Gil- 
pin county, by plaintiff Sayre, against defendant Leonard, on the fol- 
lowing promissory note. 

** $530. “Denver, Colorado, April 6, 1910. 

‘* Fifteen days after date I promise to pay to the order of Robert H. 
Sayre Five Hundred Thirty Dollars at the Rocky Mountain National 
Bank of Central City, Colorado, with interest at six per cent. per year 
from date until paid. Value received. [Signed] S. E. Leonard.’’ 

‘“No. 15541. ‘‘ Due 21st day of April, 1910.’’ 

The defendant admits the execution of the note and that plaintiff 
had possession of it at the time the suit was begun; but alleges, as a 
defense, that the note was delivered to the plaintiff conditionally, and 
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was to become binding only upon the happening of a certain possible 
future event, which did not occur, and that consequently the note never 
in fact became effective. The condition which it is claimed was attach- 
ed to the note was that if one Wingo, a silent owner with Leonard ina 
certain leasing partnership, in which Sayre also hadan interest, should 
repudiate a transfer of their holdings therein, which Leonard under- 
took to make to Sayre, without consulting Wingo, then the note should 
become obligatory as representing Leonard’s share of the expense of 
operating the lease, but that if Wingo should ratify and approve the 
transfer, then the note should be canceled and returned. It is further 
alleged that Wingo did in fact ratify and approve the transfer before 
the note matured; that defendant notified Sayre of that fact; and that 
the note should thereupon have been returned for cancellation as a 
void instrument; but that Sayre, in violation of the agreement, there- 
after took advantage of his possession of the instrument and brought 
suit toenforce it. A motion to strike portions of the amended answer, 
dirested against the allegations of conditional delivery, was interposed 
and overruled. Issue was thereupon joined on that defense. Plain- 
tiff recovered judgment in the county court. Defendant appealed the 
cause to the district court, where it was tried to a jury, which dis- 
agreed, and on stipulation the case was submitted to the court to be 
decided as though tried before the court without a jury. There the 
defendant succeeded, and plaintiff brings this writ of error to review 
the judgment of the district court. 

The contention is that the defendant has not pleaded or proved a 
conditional delivery good in law. The rule of conditional delivery of 
commercial paper is generally acknowledged. 7 Cyc. 688 and cases 
cited; Westman v. Krumweide, 30 Minn. 313, 15 N. W. 255; McFar- 
land v. Sikes, 54 Conn. 250, 7 Atl. 408, 1 Am. St. Rep, 111; Benton 
v. Martin, 52 N. Y. 570; Ewell et al. v. Turney, 39 Wash. 615, 81 Pac. 
1047; Watkins v. Bowers, 119 Mass. 383. Moreover, section 16 of the 
negotiable instrument law (section 4479, R. S. 1908) contains a specific 
provision on conditional delivery in the following language: 

‘“Every contract on anegotiable instrument is incomplete and re- 
vocable until delivery of the instrument for the purpose of giving ef- 
fect thereto. As between immediate parties, and as regards a remote 
party other than a holder in due course, the delivery, in order to be 
effectual, must be made either by or under the authority of the party 
making, drawing, accepting or indorsing, as the case may be, and in 
such case the delivery may be shown to have been conditional, or for a 
special purpose only, and not for the purpose of transferring the prop- 
erty in the instrument. But where the instrument is in the hands of a 
holder in due course, a valid delivery thereof by all parties prior to 
him so as to make them liable to him is conclusively presumed. And 
where the instrument is no longer in the possession of a party whose 
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signature appears thereon, a valid and intentional delivery by him 
is presumed until the contrary is proved.’’ 

In a recent case decided by this court, Norman v. McCarthy, 138 
Pac. 28, we had under consideration a question closely analogous to the 
present one, involving the conditional delivery of a check, and upon 
that proposition among other things, this was said: 

‘“Now the action on the check in the present instance was between 
the immediate parties, the payee and the drawer, and the further an- 
swer alleged that the check was delivered to the payee upon the con- 
dition that it was to be paid only in the event that it was determined 
that the drawer was not entitled to hold the property as against the at- 
tachment, which property he kept in his possession. And it was fur- 
ther alleged in effect that the course of events in the attachment suit 
was such that the drawer was entitled to retain the property, and that 
the condition upon which the delivery of check was to become absolute 
was not fulfilled and could not be. This conditional delivery alleged 
was certainly within contemplation of the statute, one which may be 
shown as between immediate parties, and the further allegations showed 
that the delivery required by statute to complete the contract expressed 
on the check was never made, and on that account the check was not 
a completed contract. The further answer, therefore, was sufficient to 
constitute a defense.’’ 

So here, the action on the note is between the immediate parties, 
the payee and drawer, and the further answer alleges that the note 
was delivered upon condition that it was to become effective only if 
Wingo declined to ratify the transfer of his interest in the leasing part- 
nership, which Leonard had undertaken to make to Sayre. The sole 
matter then is whether the delivery of the note was attended by a con- 
dition which if fulfilled would defeat its enforcement. That the alle- 
gations of the further answer, if established by competent proof, con- 
stituted a complete defense, such as the statute contemplates, seems 
certain. Whether the note was so conditionally delivered became 
purely a question of fact. There was abundant testimony to support 
the allegations of this defense, and although there was contrary evi- 
dence, the specific finding of the court that such was the character of 
the delivery is controlling upon review. 

In the foregoing view of the case it becomes unnecessary to consider 
the error assigned on the overruling by the county court of the motion 
to strike portions of the amended answer, if thatis properly here. The 
district court not having passed specifically on such motion, the ques- 
tion raised is whether that assignment may be properly presented on 
the record before us from that court. This motion went to the vital 
allegations of conditional delivery, and inasmuch as upon the whole re- 
cord we hold that a good defense was pleaded and proved, that matter 
need not be more particularly noticed. The judgment is affirmed. 
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Shotwell v. Sioux Falls Savings Bank, Supreme Court of South Dakota, May 18, 1914. 147 N. W. Rep. 288. 


The operator of a grain elevator wrongfully took out a bill of lading in his own 
name on grain which had been deposited with him. He delivered the bill of lading, 
together with a draft on the consignee, to the defendant bank, which collected the 
amount. It was held that the bank was liable to the owner for the amount, minus 
checks of the operator paid therefrom prior to notice from the owner. The bank, 
however, was not entitled to retain the amount which it had entered against an 
overdraft allowed to the operator before the deposit of the draft. 












Action by E. M. Shotwell against the Sioux Falls Savings Bank. 
From a judgment for defendant, plaintiff appeals. Reversed, with di- 
rections to enter judgment for plaintiff. 

WhuitTinc, J. In August, 1912, plaintiff delivered to one Stegner, 
the operator of a grain elevator, about a carload of wheat belonging to 
plaintiff. The wheat was delivered to Stegner at the elevator, but was 
placed in a bin by itself, and kept separate from other wheat. This 
wheat was not purchased by Stegner, and the agreement between him 
and plaintiff was that he should ship and sell the wheat for plaintiff. 

4 Plaintiff testified that it was expressly understood that the wheat was 
to be shipped in his name, while Stegner testified that nothing was 
said as to whose name the grain should be shipped in. Stegner load- 
ed the wheat into a car, and, by a billof lading in which he was named 
as consignor, consigned the same to a commission firm at Minneapolis. 
Upon receiving the bill of lading from the railroad company, Stegner, 
on August 26th, went to defendant, with whom he had a general bank- 
ing account, and drew a sight draft for $500 on the commission firm. 
At the time the draft was drawn, it, with the bill of lading, was deliv- 
ered to defendant bank for deposit, and the bank at Stegner’s request, 
credited Stegner’s general banking account with the amount of such 
draft. The sight draft, with bill of lading attached, was immediately 
forwarded by defendant to its Minneapolis correspondent, by whom it 
was credited to defendant. Upon presentation to the commission firm, 
the draft was honored. Atthe time defendant gave Stegner credit for 
the amount of the sight draft, his general bank account was overdrawn 
to the amount of $346.65. Defendant, by balancing Stegner’s account, 
immediately applied $346.65 of said $500 to the payment and satisfac- 
tion of said overdraft. Between August 26th and September 11th fol- 
lowing, Stegner issued checks, in favor of third parties, against his 
account, sufficient to exhaust the remainder of said $500 deposit. On 
September 11th defendant’s account with Stegner was balanced and 
closed. On September 23d plaintiff served the following notice on 
defendant: ‘‘ To the Sioux Falls Savings Bank: On August 24, 1912, 
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Geo. A. Stegner, of Sioux Falls, drew a draft for $500.00 on Woodward 
& Company, a grain commission house of Minneapolis, Minn., to apply 
on the proceeds of the sale of a carload of wheat shipped by him in 
his name, to Woodward & Company, * * the bill of lading forthe same 
being attached tothe draft, and deposited such draft with you. I am 
informed that Woodward & Company sold said carload of wheat and 
from proceeds thereof paid you the amount of this draft, viz, $500.00, 
and that you have credited the same to Mr. Stegner’s personal ac- 
count with you. The wheat so shipped by Mr. Stegner to Woodward 
& Company, andon account of which he drew said draft, belonged to 
me, and he was not authorized either to ship or sell the same in his 
own name, but was to ship said wheat to Woodward & Company in my 
name to sell for me and on my account. The amount received by you 
from Woodward & Company on said draft belongs to me, and I here- 
by demand that you account to me for the amount so received by you 
and pay the same to me. E. M. Shotwell.’’ e 

Defendant having refused to account for any part of the proceeds of 
said wheat, plaintiff instituted this suit. In his complaint plaintiff al- 
leged, in substance, facts as above set forth and prayed judgment; that 
he be adjudged to be the owner of the $500 draft and the moneys 
received in payment thereof; that defendant be required to account to 
him for such moneys; and that he recover from defendant the sum of 
$500, and interest from September 23, 1912, the date of the demand. 
At the trial this last prayer was modified, and plaintiff asked judgment 
for $285.60, and interest, being the $500 less $214.40 that it was shown 
had been paid out by defendant on Stegner’s checks after the deposit 
of the $500, and prior tothe notice. At the close of the evidence both 
parties moved for directed verdict. By consent of parties the case was 
withdrawn from the jury and submitted to the court for determination, 
finding of fact being waived. The court rendered decision and judg- 
ment in favor of defendant, and refuseda new trial. Plaintiff appeals 
from the judgment and order denying a newtrial, and assigns insuffi- 
ciency of the evidence to justify the decision and judgment, and error 
of the court in not directing a verdict for plaintiff. 

Upon this appeal, every issue of fact must be determined in favor 
of respondent, hence we must presume that the trial court found that 
nothing was said between respondent and Stegner concerning whose 
name the grain should be shipped in. Furthermore, if material here- 
to, we must presume that the trial court found,and rightfully, that Steg- 
ner was conducting such a business that, when appellant left his wheat 
with him, he clothed him with the external indicia of right to sell same, 
ani therefore to pledge it. Nevertheless as between appellant and 
Stegner the grain and the proceeds thereof remained the property of 
appellant, and respondent should not be allowed to defend against ap- 
pellant’s claims to such proceeds, except to the extent that respondent 
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has parted with value on the strength of Stegner’s apparent authority 
to sell the grain, and therefore to pledge the bill of lading, unless the 
facts of this case take it out of the rules governing the passing of title 
to personal property, and bring it under some exception applicable only 
to cash and other recognized mediums of exchange. Saltus v. Everett, 
20 Wend. (N.Y,) 267, 32 Am. Dec. 541; Fawcett v. Osborn, 32 I11.411, 
85 Am. Dec. 278. Respondent claims that when a bank, without no- 
tice of the trust character thereof, takes from a trustee, for deposit to 
the trustee’s personal account, cash or other recognized medium of ex- 
change, it can credit such deposit against such trustee’s overdraft, and 
defend against any action by the cestui quetrust to recover such trust 
fund, though, as against such cestui que trust, the deposit was wholly 
unauthorized and therefore wrongful. Appellant contends for the rule 
contended for by Bolles in Modern Law of Banking, 501, where he 
says: ‘‘ Why should not the bank be required to refund to the rightful 
owner in all cases wherein its situation would not be worse than it was 
before receiving payment? No rule is better established than this: 
That trust funds do not lose their character by reason of depositing 
them to the individual account of the depositor. If therefore, they 
still possess this character, why should they not be recovered, provided 
they can still be traced, regardless of their possessor.’’ 

It must be admitted that the courts have uniformly recognized a 
difference between ordinary personal property and cash or other re- 
cognized medium of exchange when considering the question of how 
far the true owner of property can pursue the same or its proceeds, 
where such property or proceeds has passed into the hands of innocent 
third persons through the wrongful act of a trustee of such property. 
In the American decision which perhaps more than any other has been 
cited and quoted from in the courts of this country it is said: ‘“‘It is ab- 
solutely necessary for practical business transactions that the payee of 
money in due course of business shall not be put upon inqtiry at his 
peril as to the title of the payor. Money has no ear-mark. The pur- 
chaser of a chattel or a chose in action may, by inquiry, in most cases, 
ascertain the right of the person from whom he takes the title. But it 
is generally impracticable to trace the source from which the possessor 
of money has derived it. It would introduce great confusion into com- 
mercial dealings if the creditor who received money in payment of a 
debt is subject to the risk of accounting therefor toa third person who 
may be able to show that the debtor obtained it from him by felony or 
fraud. The law wisely, from considerations of public policy and con- 
venience, and to give security and certainty to business transactions, 
adjudges that the possession of money vests the title in the holder as 
to third persons dealing with him and receiving it in due course of 
business and in good faith upon a valid consideration. If the consid- 
eration is good as between the parties, it is good as to all the world. 
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‘Money,’ said Lord Mansfield, in Miller v. Race, before cited, ‘shall 
never be followed into the hands of a person wl o bona fide took it in 
the course of currency and in the way of his business.’’’ Stephens v. 
Board of Education, 79 N. Y. 183, 35 Am. Rep. 511. 

Applying, without limitation, the rule contended for by respondent 
would permit a bank to retain, as against the true owner, money pro- 
cured through highway robbery, and deposited by the robber to meet 
an overdraft; a case, where upon the one side, the money is procured 
through no confidence or trust placed in the wrongdoer, while, upon 
the other side, the money is received from the wrongdoer whom the 
bank has allowed to become indebted to it; not a case where the law 
must determine as between two persons who have placed confidence in 
a third, and where it might be said that he who confided most must 
suffer. We refuse to adopt any rule that must lead to such results. 

A. deposits in a bank the money of C., making the deposit in his 
own name. A. owes the bank nothing, and the money remains on de- 
posit without being checked out. The authorities agree that C. can re- 
cover this money from the bank. And why? Because it is atrust fund 
belonging to C., and in and to which the bank can have no rightful claim 
as against C. Under those facts, no suggestion is made that money 
has no earmarks. A. goes to the bank with C.’s money, and deposits 
it at a time when his account at the bank is overdrawn. C. ascertains 
where his money has gone, and, before there has been any change of 
circumstances, except the mere crediting of A.’s account with the 
amount deposited, demands the money. Upon what possible rule of 
equity or why, as a matter of good conscience between C. and the bank 
or upon what rule of business necessity, should the bank retain this 
money from C.? Absolutely none. The bank had no right, legally 
or equitably, to be paid out of this or any other fund not belonging 
to A. It allowed the overdraft relying upon the confidence it had in 
A., and not in reliance upon any expectation that A. would pay such 
overdraft out of some third party’s money. It did not change its posi- 
tion to its detriment. Why should C. be, against his will, forced to 
pay A.’s debt to the bank, and this inequitable ruling be placed on the 
ground either of necessity, or that other equally unsatisfactory ground 
that money has no earmarks? How much more logical it would be to 
hold that the true owner should recover so long as no equities have 
arisen in favor of the bank, but that he cannot recover when, under 
all the circumstances surrounding the case—the nature of the fund, 
lack of knowledge of the true ownership thereof, reliance placed upon 
the deposit of such funds, change of situation as between the bank 
and the depositor, such as surrender of evidence of indebtedness— 
equity and good conscience demand that the bank be absolved from 
liability to the true owner. 

There is no difference between the above illustration and the case 
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before us. When Stegner overdrew his account, it was by permission 
of respondent, which, to the extent of the overdraft and upon the faith 
it had in Stegner, allowed him to become indebted to it; it did not and 
could not rightfully allow an overdraft in the hope and upon the strength 
that Stegner would pay the same out of any one’s funds but his own. 
When Stegner made the deposit, by necessary implication, he authorized 
the bank to apply such deposit upon his overdraft; but the bank had, 
as against appellant, neither a legal nor an equitable right to this 
money; when it took it and, in ignorance of its true ownership, credit- 
ed Stegner’s account therewith and honored checks against it, it put 
itself in a a position where, to the amount of such checks, it would be 
inequitable and unjust, in view of the necessities of business, to com- 
pel it to restore the fund to appellant, and he must suffer such loss. 
While the very nature of the trust fund deposited and the necessities 
of commerce did under the facts of this case, in equity and good con- 
science, excuse respondent from any duty of attempting to trace the 
ownership of the draft and of the car of wheat, yet it must be borne in 
mind that, to the extent of the amount which appellant seeks to re- 
cover, respondent never changed its position for the worse, so far as 
any evidence shows. It credited Stegner’s account with the amount of 
the draft, but it did not, by so doing, lose any right of action against 
Stegner for the amount of such overdraft, as Stegner could not claim 
a payment by this draft. Therefore no necessity of commerce required 
or justified the bank in refusing to pay over to appellant the amount of 
such draft, less checks paid after the deposit. 

Many decisions will be found which at first blush seem to sustain 
respondent’s contention, but which, upon careful examination, will be 
found to recognize the rule which we hold should control. Among such 
decisions is that in Smith v. Des Moines Nat. Bk. 107 Iowa, 620, 78 N. 
W. 238, wherein is to be found a most exhaustive review of the decision 
touching the question of following trust moneys deposited by the trustee 
to his personal account in a bank. In that case the trust funds were 
received by the bank without any notice of their trust character, and 
were applied in payment of a note held by the bank against the deposi- 
tor. The court held that the cestui que trust could not recover of the 
bank, but said: ‘*‘ Had the bank in this case simply relied upon its lien 
on the deposit, or had it treated it simply as security for the note of the 
investment company, which was a prior and antecedent debt, it may 
be that it should not be treated as a bona fide holder of the deposit. 
But the evidence shows that it canceled and surrendered the note with 
final assent of the investment company, and without notice of plaintiff’s 
rights.’’ 

Upon both reason and authority the judgment of the trial court 
should be, and is, reversed, and such court is directed to enter judg- 
ment for $285.60, and interest at 7 pet cent. from September 23, 1912, 
together with costs. 


LEGAL DECISIONS 
HOLDER IN DUE COURSE. 


First National Bank v. Warsaw Drug Co., Supreme Court of North Carolina, May 30, 1914. 
81 S. E. Rep. 993. 


Where the maker ofa note shows that it was obtained from him by fraud a sub- 
sequent holder, in order to recover, must show that he is a holder in due course, 
or that he derived his title from such a holder. 


Action by the First National Bank against the Warsaw Drug Com- 
pany. Judgment for defendant, and plaintiff appeals. Noerror. 

This is a civil action, tried upon these issues: 

1. Isthe plaintiff a corporation, as alleged in the complaint? An- 
swear: Yes (by consent). 

2. Was the note sued on procured by fraud and deceit of the Equit- 
able Manufacturing Company? Answer: Yes. 

3. Is the plaintiff the bona fide holder of said note in due course? 
Answer: No. 

4. Is the defendant indebted to the plaintiff, and, if so, what amount? 
Answer: Nothing. 

From the judgment rendered the plaintiff appealed. 

Brown, J. The principles of law presented on this appeal have 
been so frequently adjudicated that a further discussion of them would 
seem to be useless. 

Where the maker of a negotiable paper establishes that it has been 
obtained from him by fraud or deceit, a subsequent transferee must, 
before he is entitled to recover thereon, show that he is the bona fide 
purchaser, or that he derived his title from such a purchaser. It is 
not sufficient to show simply that he purchased before maturity and paid 
value, but he must show that he had no knowledge or notice of the 
fraud. Bank v. Fountain, 148 N. C. 590, 62 S. E. 738; Bank v. Bran- 
son, 81 S. E. 410. ; 

The defendant in his answer alleges fraud in obtaining the note 
sued on, and false and fraudulent misrepresentation in regard to the 
quality of the articles of jewelry and other things for which the note 
was given. There is abundant evidence in the record to justify the 
finding of the jury upon that issue. We, also think that there is suffi- 
cient evidence in the record to show that the plaintiff is not a bona fide 
holder of the note in due course. The burden of proof rests upon plain- 
tiff, after fraud is established, to show that plaintiff was such a bona 
fide purchaser, and not upon the defendant to negative that position. 
Bank v. Exum, 163 N. C. 199, 79 S. E. 498; Myers v. Petty, 153 N.C. 
462, 69 S. E. 417; Bank v. Fountain, supra; Trust Co. v. Ellen, 163 
N. C., 45, 79 S. E. 263. 

The burden of proof being thus placed upon the plaintiff to show 
that it was a bona fide holder in due course, the credibility of the testi- 





NOTE.—For other similar decisions, ‘see Banking Law Journal Digest, § 227. 
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mony of Krouth, assistant cashier, upon whose evidence the plaintiff 
relies, was necessarily subject to attack before the jury, and also to 
be discredited upon cross examination. 

There are some circumstances which have cropped out in the testi- 
mony from which the jury might well infer that the plaintiff was not 
the bona fide owner of the note sted on, but had taken it for collection 
for the benefit of the payee, the Equitable Manufacturing Company. 
These circumstances and indicia of fraud it is useless to recount. 

Upon a review of the whole record, we are of opinion that the judge 


below tried it in accordance with the well-settled decisions of this 
court. No error. 


INDORSEMENT ners = 4 BY MISREPRESENTA- 


Western Savings & Deposit Bank v. Savers, Supreme Court of Pennsylvania, January 5, 1914. 
98 Atl. Rep. 347. 


The defendant indorsed a renewal note, upon the promise of the cashier of the 
bank holding it that he would insert in the note the same collateral securities that 
had been pledged for the payment of the original note. Asa matter of fact the cashier 
had previously fraudulently abstracted these securities and substituted others 
therefor, of which action the bank had actual notice. It was held that the indorser 
was not liable to the bank. 


Assumpsit on promissory note by the Western Savings & Deposit 
Bank of Pittsburgh against John Sauers. From judgment for defend- 
ant, n. o. v., plaintiff appeals. Affirmed. 

Per CurtaAM. The appellee indorsed the renewal note of Septem- 
ber 30, 1909, at the request of the bank and under the promise of the 
assistant cashier that he would insert in the body of the note the same 
collateral securities that had been pledged by the maker for the pay- 
ment of the original obligation. The appellee was thus clearly given 
to understand that the bank still held, and would continue to hold, 
those securities for his protection; but, as a matter of fact, the assis- 
tant cashier, more than a year ago before, had fraudulently abstracted 
the 30 shares of the capital stock of the Parkersburg Industrial Ccm- 
pany and substituted other stocks for them. The bank had actual 
knowledge of this substitution some months before the appellee in- 
dorsed the renewal note. The maker of the original note knew noth- 
ing of this substitution, and the appellee was ignorant of it at the time 
he indorsed the renewal note. 

This action is upon his indorsement of that note, but as he was in- 
duced to indorse it through a bold and substantial fraud, practiced upon > 
him by the representative of the bank, his indorsement created no lia- 
bility; and the judgment for the defendant non obstante veredicto, hav- 
ing b22n properly entered, is now affirmed. 





NOTE.—For other similar decisions see Banking Law Journal Digest, § 433. 











THE LAW OF BANKING. 


A COURSE OF STUDY IN THE LAW PERTAINING TO BANKS 
AND BANKING TRANSACTIONS. 


BY JOHN EDSON BRADY OF THE NEW YORK BAR. 


IV. PAYMENT OF CHECKS (Continued). 


§ 105. Payment of Forged Checks in General. 


The payment of forged checks by banks has given rise to much liti- 
gation and has presented for the determination of the courts a 
great number of questions concerning the rights and liabilities of 
parties to such transactions. In the sections which follow, these 
questions will be taken up in their logical order and an attempt 
—_ to give a clear and exhaustive treatment of the law of forged 
checks. 


§ 106. Liability where Bank Pays Check Bearing Forged Signature of 
Depositor. 

A bank is presumed to know the signatures of its depositors and, 
where it pays a check, on which the depositor’s signature has been 
forged, no matter under what circumstances of caution and good 
faith, it cannot charge the amount against the depositor’s account. 
A bank cannot rely on the statement of the person presenting a 
check that he had authority to sign the depositor’s name thereto. 
A depositor may preclude himself from holding a bank liable on a 
forged check where, by words or acts he induced the payment. A 
bank may also be absolved from liability where the payment is 
caused by the depositor’s negligence. But the mere fact that a 
depositor leaves his check book lying around, so enabling a clerk 
to abstract blanks and forge them, does not relieve the bank from 
liability. Where the relation of banker and depositor does not 
exist between the parties a bank is not liable absolutely for the 
payment of a forged check; in such case the bank is bound only 
to show good faith and ordinary diligence. 


§ 105. Payment of Forged Checks in General.—The payment of checks 
bearing forged signatures and indorsements has given rise to a great 
deal of litigation. The courts have been called upon to solve all sorts 
of problems as to the rights and liabilities of the parties involved. 
Among the multitude of questions, presented for the consideration of 
the courts, the following stand out prominently because of the. fre- 
quency with which they recur: 

When can a bank be held liable to its depositor for the amount 
which it pays out on a check bearing a forgery of his signature ? 

Under what circumstances isa bank not liable in such a case ? 

Cana bank recover back fhe money paid on a forged signature from 
the party to whom the payment was made? 

Does negligence on the part of the person collecting a forged check 
affect the right of the drawee to recover the money ? 

Is a person or bank taking a check from a stranger under an obliga- 
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tion to the drawee to investigate the stranger’s identity or the genuine- 
ness of the check ? 

Does the indorsement of a check by the holder warrant the genuine- 
ness of the drawer’s signature, soas to enable the drawee bank to re- 
cover the money paid? 


What is the effect of the Negotiable Instruments Law onthe bank’s 
right to recover in such a case ? 


Isa bank liable to its depositor where it pays his check on a forged 
indorsement ? 


Is a bank liable to the true owner of a check which it pays on a 
forged indorsement ? 


Where a bank collects a check ona forged indorsement is it liable 
to the true owner of the check ? 


Can a drawee bank recover back the money it has paid ona forged 
indorsement ? 

Is the drawee bank liable to the drawer where a check is delivered 
to an impostor and paid on a forged indorsement ? 

Can the drawee bank recover back the money paid in such a case? 

Is the drawer liable to the bona fide holder of such a check? 

Is the drawee bank liable tothe drawer where a check payable to 
a fictitious person is paid ona forged indorsement ? 

Can the drawee bank recover back the money paid in such a case ? 

What is the extent of a depositor’s obligation to examine his pass 
book and returned vouchers for forged signatures ? 

Within what time should such an examination be made ? 

Does the depositor meet this obligation by entrusting the examina- 
tion to a clerk who has been guilty of forging checks? 

What is the depositor’s obligation with regard to notifying the 
bank of forgeries discovered ? ; 

Is the depositor bound to examine his returned vouchers for forged 
indorsements ? 

These questions cannot be answered yes or no. The answers de- 
pend largely upon the circumstances involved. In many instances 
the answer depends upon the jurisdiction in which the question arises. 
The rules which regulate the liability of the parties in forged transac- 
tions have their exceptions and qualifications. And the rules and ex- 
ceptions are not the same in all states. The above questions will be 
taken up in the following sections, in the order designated, and an at- 
tempt made to give aclear and exhaustive treatment of the law with 
regard to the payment of forged checks. 


§ 106. Liability where Bank Pays Check Bearing Forged Signature 
of Depositor.—There is a well established rule of law to the effect that 
a bank is bound to know the signatures of its depositors. The law pre- 
sumes that a bank knows the signature of every one of its depositors, 
at least to the extent that, where it pays a check on which the drawer’s 
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signature is a forgery, it cannot charge the amount to the depositor’s 
account, in the absence of negligence or fraud on the part of the de- 
positor. It makes no difference how cleverly the forgery is done. 
The forgery may be as near like the genuine as to defy detection by 
the drawer himself, and yet the bank is liable to the drawer if it pays 
the check. When the law presumes that a bank knows the signature 
of each of its depositors, it presumes something that is not so. A 
large banking institution cannot possibly be so well acquainted with 
the signatures of every person who keeps an account with it as to enable 
it to immediately detect a skillful forgery. The law makes this pre- 
sum>tion on the theory that the bank ought to know these signatures 
and is in a position to determine their genuineness in cases of doubt, 
whereas the innocent holder of a check may not even know the drawer 
of the check and may never have seen his handwriting. 

In Harter v. Mechanics’ National Bank, 63 N. J. L. 578, 44 Atl. 
Rep. 715, the court said: ‘‘ The relation between a bank and its de- 
positor is that of debtor and creditor, and the implied contract on the 
part of the bank is that it will disburse the money standing to the credit 
of the depositor only on his order and in conformity with his directions. 
When, therefore, it makes a payment upon a check to which the de- 
positor’s name has been forged * * it must be held to have paid out its 
own funds and cannot charge the amount against the depositor unless 
it shows a right to do so on the doctrine of estoppel or because of scme 
negligence chargeable to the depositor.’’ 

We find it stated in this manner in Hardy v. Chesapeake Bank, 51 
Md. 562: ‘* There is no question of trust, therefore between the parties, 
but their relation is purely a legal one; and if the bank pays money on 
a forged check, no matter under what circumstances of caution, or how- 
ever honest the belief in its genuineness, if the depositor himself be 
free of blame, and has done nothing to mislead the bank, all the loss 
must be borne by the bank, for it acts at its peril, and pays out its 
own funds, and not those of the depositor. It is in view of this relation 
of the parties, and of their rights and obligations, that the principle is 
universally maintained, that banks and bankers are bound to know the 
signatures of their customers, and that they pay checks purporting to be 
drawn by them at their peril. No right or title can be legally claimed 
through a forgery; and the possession by the bank of a forged check 
upon which money has been paid, affords of itself no ground for claim 
of credit against the party whose name has been forged.’’ 

A bank is liable, irrespective of its good faith, in paying a forged 
check. It cannot rely on the statement of the person presenting a check 
that he had authority to sign the depositor’s name thereto; where it 
pays a check under such circumstances and it is afterwards found that 
the check was a forgery, because signed without proper authority, the 
bank must make restitution tothe depositor. Georgia Railroad & Bank- 
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ing Co. v. Love & Goodwill Society, 85 Ga. 293,11S. E. Rep. 616. In 
this case it appeared that the recording secretary of a benevolent asso- 
ciation, which kept its funds on deposit in the defendant bank, present- 
ed for payment certain checks drawn against the account and signed in 
the name of the treasurer of the association. The checks were payable 
to the order of the secretary. The paying teller of the bank was aware 
of the fact that the treasurer of the association could not write, but he 
accepted that secretary’s word that he, the secretary, had authority 
to sign the treasurer’s name, and paid the checks. It was held that 
the bank was liable to the association for the amount of the checks, it 
being shown that the secretary was not authorized to sign the checks 
and that he had forged the treasurer’s signature and appropriated the 
proceeds. ‘‘ When a bank receives money on deposit from a person,”’ 
sailthe court, ‘‘it must be certain when it pays it out that it does so 
upon the depositor’s order. It cannot avoid liability by showing that it 
acted in good faith, and that it believed from inquiry of the person -pre- 
senting the checks that he was authorized to sign the name of the de- 
positor tothe same. Under the facts of this case, the signatures were 
forgeries and the bank is liable for the money paid out thereon.’’ 

A depositor may, however. by his acts, preclude himself from hold- 
ing the bank liable for a payment made ona forged check. If, for 
instance, a person having an account in a bank, should, by words or 
acts, cause the bank, the latter acting upon such reasonable grounds 
as prudent busiuess men generally act, to make payment of a forged 
check, such person would not be allowed, as against the bank, to set 
up the forgery. Hardy v. Chesapeake Bank, 51 Md. 562. 

A bank may also be absolved from liability where the payment of 
a forged check has resulted from negligence on the part of a depositor. 
In a case, where a husband permitted his wife to sign his name to 
checks and then, learning that she had signed his name in certain 
cases without his authority, indulged in criticism but did not notify 
the bank, it was held that the bank was not liable to him for the. 


amount of a check subsquently forged by his wife. Neal v. First Na- 


tional Bank, 26 Ind. App. 503, 60 N. E. Rep. 164. The plaintiff in 
‘this case was a man over eighty years of age and, having lost his eye- 
sight, was in the practice of having his wife sign his name to checks 
drawn against his account. After this practice had been going on for 
some time the plaintiff discovered, upon having his bank book and 
vouchers checked up, that his wife had drawn certain checks against 
the account without his authority. He criticised her severely for this 
and she promised that it would not happen again. The plaintiff failed 
however, to notify the bank of his wife’s unauthorized signing of 
checks and did not notify the bank that she was not thereafter to sign 
his name. Sometime later the plaintiff’s wife forged his signature to 


‘a check for $275 and collected the amount. In an action by the plain- 


tiff against the bank to recover this sum it was held that the bank was 
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not liable as in the ordinary case of the payment of a forged check by 
a bank. The plaintiff was precluded from recovering by his own negli- 
gence. The court said: ‘* The rule of law that a bank is presumed to 
know the signatures of its depositors and that it pays forged checks at 
its peril is too well settled to need the citation of authorities to sustain 
it. But if the depositor’s attention is called to the forgery and he fails 
to complain, and acquiesces in the action of the bank, he, to all intents 
and purposes, makes the forger his agent, and relieves the bank from 
liability as to all amounts paid out after the attention of the depositor 
had been called to the action of the bank. The reason of this rule is 
that the depositor owes some duty as such to the bank. If his laches 
or negligence is the cause of the bank paying a check out of his ac- 
count which it would not have paid had it been in possession of the 
facts known to him and of which he negligently omitted to put it in 
possession, the loss then must fall upon the depositor.”’ 

But the mere fact that a depositor leaves his check book lying 
around does not constitute such negligence as will free the bank from 
liability to him, where a clerk of the depositor, taking advantage of 
the opportunity, abstracts some of the check blanks, forges the deposi- 
tor’s signature and collects on the checks from the bank. Mackjntosh 
v. Bank, 123 Mass. 393. The plaintiff in this case was engaged in 
business under the name of Seaman & Co., and had in his employ a 
clerk by the name of Hall. This action was brought by the plaintiff 
to recover the sum of $1,706.87, the aggregate of three checks forged by 
the clerk and collected from the defendant bank, in which the Seaman 
& Co. account was kept. It was shown that the plaintiff had intro- 
duced the clerk to the cashier of the defendant bank, saying: ‘* This 
is Mr. Hall who will hereafter do my banking business ; what he does 
will be in order,’’ or something to that effect. The cashier, however, 
admitted at the trial that he understood this introduction merely as an 
identification and did not understand it to mean that the clerk was 
authorized to sign checks in the name of Seaman & Co. It was also 
shown that the plaintiff’s check book was left lying around the plain 
tiff’s office during the day, so that it was a simple matter for the clerk 
to obtain check bianks with which to carry on his fraudulent opera- 
tions. It was held that these facts did not alter the liability of the 
bank and that it must stand the loss. ‘‘ The plaintiff,’ said the court, 
“‘cannot be held down by his clerk’s unauthorized and criminal acts 
upon any ground that would not make every merchant who keeps on 
his desk in his counting-room for his own use a check book contain- 
ing blank forms stamped or engraved with his name, and who some- 
times directs his clerk to fill them up for himself to sign, responsible 
for any number and amount of such checks to which the clerk may 
forge the signature of his employer.’’ 

The rule does not apply with the same force in a case where the 
relationship of banker and depositor does not exist between the parties. 
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In such a case the bank is not bound at its peril to ascertain whether 
a check paid by it bears a genuine signature but is required only to 
exercise ordinary care and to act in good faith. Thus, in a case, 
where, without consideration, a bank receives from a money lender a 
sum to be delivered to one of his customers on a check to be drawn by 
such customer, and the bank pays the money on a check received in 
due course of business, at the time and under the circumstances previ- 
ously agreed upon, the fact that such check is a forgery will not render 
the bank liable for the amount. In such a case the bank is acting as a 
bailee without hire and is liable only where it fails to show good faith 
and ordinary diligence. People’s National Bank v. Wheeler, 21 Okla. 
387, 96 Pac. Rep. 619. 

This case is to be distinguished from one wherein the owner of 
land deposited a deed with a bank, with instructions to deliver the 
deed to the grantee, collect the purchase price and place it to the 
credit of the owner. In this case it was held that the deposit was a 
general one, creating the relationship of banker and depositor, and 
that the bank was liable to the owner where it subsequently paid out 
the money on a forged check. Young v. Bundy, Tex , 158 S. W. Rep. 
566, 30 B. L. J. 732. 

The law on the question of a bank’s liability to its depcsitor, where 
it pays a check, which bears a forgery of his signature, is well defined. 
There is no discord among the authorities; and that is more than can 
be said with regard to other situations which arise out of the payment 
of a forged check by a bank. If it appears that the relation of banker 
and depositor exists, the bank is held to a strict liability, on the theory 
that it must at its peril know the signature of its depositor, and must 
live up to the terms of its implied contract with the depositor to pay 
out his funds only upon and in accordance with his orders. The bank 
is absolved from liability in this class of cases only where it appears 
that the payment was induced by some act on the part of the depositor 
himself, or was the direct result of his negligence. In that event the 
depositor is estopped from claiming that the forged signature is not 
his own and the responsibility for the payment falls upon him. 

This fiction of the law, that a bank is acquainted with the signa- 
tures of its depositors, does not stop here. It is applied by the courts 
in cases where the bank attempts to recover the money it has paid on 
a forged check from the party to whom the payment was made. But 
the courts are in-hopeless discord on the right of a bank to recover in 
such a case and the bank’s liability depends largely upon the circum- 
stances involved and the. jurisdiction in which the question arises. 
These cases will be taken up in the next article of this series: 

(To be Continued.) 
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CHAPTER XV. 
The Collection Teller’s Department. 


The only way to learn the duties of the Collection Teller of any 
particular bank or trust company is toask him. The departments of a 
financial institution are the result of growth, and until the bank be- 
comes large, cannot be said to specialize. The words ‘‘Collection 
Teller’’ above a cage tells the bank’s customers that they should leave 
their notes there for collection, and this is true of every bank, but while 
in the large bank the duties in that cage may be confined to collections 
proper, in other banks there may be many other duties,and the smaller 
the bank the more diversified they are. While this is true to a more 
or less extent of all departments of a bank, it would seem that the duties 
of the Collection Department are less standardized than that of any of 
the other cages. 


THE COLLECTION TELLER IN A SMALL BANK. 


In a small bank, with-say-seven or eight employees, the Collection 
Teller will receive the notes, drafts and bills left for collection. He 
will also probably be the head of the mail department and transit de- 
partment, sending checks out through the clearing house, and also col- 
lecting the out-of-town checks. He also will act as an exchange teller 
and write exchange. 

In a large bank these duties will have developed into distinctive de- 
partments, such as mail department, transit department, clearing house 
department and exchange department, while the collection department 
will confine its duties to the collection of notes, drafts and bills within 
the city, or to be sent to out-of-town points. In many large banks the 
collection teller’s duties are even more restricted, he only collecting the 
out-of-town notes, while another department, frequently called the Note 
Teller’s Department, collects all local drafts. 

However, as the collection of out-of-town and in-town items is 
handled in very much the same way, we will consider a department 
that handles both. 

SOURCES OF THE ITEMS. 

In som2 instances the items handled by this department are only 
those left with it by customers, or received through the mail. When 
such is the case the bank collects the notes due itself through its dis- 
count department, or note department and does not charge them to this 
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department at all. In a number of banks the items are taken in by the 
receiving teller, who receipts.for them to the customer, and the receiv- 
ing teller then charges them to the collection teller. Other banks have 
allcollection items proper presented directly to the Collection Depart- 
ment by the customer. 


RECEIPTS GIVEN FOR COLLECTION ITEMS. 


Whether the items are taken in by the receiving teller or directly by 
the collection teller, they are receipted for in the same way. 

The usual custom is to enter them in the back of the depositor’s 
pass book. If he does not have his pass book with him,the teller gives 
him a receipt for the items. 

A good form of this receipt is as follows : 





THE NATIONAL BANK OF PROGRESS, 
St. Louis, 




















The National Bank of Progress, 


Collection Teller. 





Following is another form of receipt which can be used when it is 
desired more fully to describe the item: 


RECEIVED OF 


for collection and 


NO PROTEST. 
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If the item is received by mail one of the above forms of receipt, or 
one similar, is immediately mailed. 


COLLECTION REGISTER. 

The collection teller’s next duty is to enter the item in what is known 
as a Collection Register. He gives the item a number which corres- 
ponds with the number under which it is enteredintheregister. Itisa 
good practice to place this number on the item in a peculiar position 
so as to be able quickly to identify itas your number. Usuallya num- 
bering machine is used for this purpose. 

The following is a good form of.Collection Register: 





| | - | 
Date Received. |Our No.|Of Whom Rec’d. | Their No. or | Maker of Note or 
| date of letter. | Payer of Drafts. 














| 


Address of Payer. Date. | Time. | Maturity. Date of | Amt. of 


Int. | Int. 








Amount. | Our No. Disposal. To Whom Sent. 





This Register is used for all collections, whether sight or demand, 
or notes and time items. 


SIGHT OR DEMAND ITEMS. 


When the item is payable at sight, or on demand, and drawn on a 
local drawee, after it has been numbered and registered, it is presented 
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by a messenger. Sometimes the drawee can be notified over the tele- 
phone, and he will advise whether or not he expects to pay. He may 
be sent a notice by mail, in some such form as the following: 





Please Present This at Window No. 7 or 8. 
THE NATIONAL BANK OF PROGRESS, 
St. Louis. 


This Bank holds a | 
eink maaeuuna mae ut lan «Nao memage cues see ee drawn on you by 





ALL CHECKS MUST BE CERTIFIED 





However, theteller must bear clearly in mind that the negotiable 
instruments law provides that ‘‘ The instrument must be exhibited to the 
person from whom payment is demanded, and when itis paid must be 
delivered up to the party paying it.’’ It makes no difference how conve- 
nient it is to the bank to telephone or send out notices by mail, unless 
the instrument by its terms is payable at the bank, presentment by 
messenger is the only safe way. In the use of any other method the 
teller must be so sure of his man that he feels he takes no risk. 

The writer is advised that in the majority of cases a telephone con- 
versation will develop whether or not it is wise to send the messenger 
with the note or draft. It is true that if the telephone notice does not 
get the man to pay by the close of banking hours, presentment by the 
notary will be sufficient to hold the endorsers, but it may be that the 
man will claim that he would have paid sooner had the draft been prop- 
erly presented, pay the notary and make his visit useless. Itis forthe 
practical banker to decide as to whether or not the possibilities of such 
an occurrence are sufficient to sacrifice the notary’s time for that of the 
messenger. If the instrument should not have any endorsers or be ac- 
companied by instructions not to protest, or itself be not a negotiable 
instrument, there is less risk incurred when not presented by mes- 
senger. 

Where notice has been given in regard toa sight or demand item, 
and payment has not been immediately made, or positively refused, and 
no protest is necessary, the practice seems to be to hold the note in a 
file marked with some suchtitle as ‘‘Items Pending.’’ This file is be- 
fore the Collection Teller all the time, and if the item is not paid with- 
in three or four days after notice, the reason for non-payment is writ- 
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ten on the back, generally in pencil, and it is returned with some such 
letter as the following: 


THE NATIONAL BANK OF PROGRESS, 


We return herein unpaid collections as stated below. The reasons for non-acceptance 


or non-payment are written on the backs thereof. 


Yours truly, 

















It may be that the customer leaving the collection item will be 
notified that it has not been paid, and asked to call by a form note as 
follows : 





COLLECTION DEPARTMENT. 
St. Louis, 
You are hereby informed that 
Draft on 
Note of 
which you left for collection, remains unpaid. 
Kindly call for same at your earliest convenience. 


THE NATIONAL BANK OF PROGRESS. 








TIME ITEMS. 


Time items are handied in the same way as sight or demand items, 
except that they are entered in a tickler according to due date. A 
notice is sent to the maker of the note about ten days before it is due. | 
The note itself is filed in a steel case under the name of the maker. If 
the note is not paid when it becomes due, and protest is not required, 
a second notice is sent. If then not paid within a reasonable time, itis 
returned to the customer with one of the notices given above. Of 
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course, if it is to be protested, it is given to the notary onthe due date, 
if not paid. 

Whenever an item is collected it is promptly credited to the account 
of the customer, and advice sent in some formlike the following: 


THE NATIONAL BANK OF PROGRESS, 





If it is not to be credited, but to be remitted, a draft is sent with a 
form letter. The following is a form of such a remittance letter: 


THE NATIONAL BANK OF PROGRESS, 


St. Louis, 


in payment for the following collections : 


Number of 
date of letter. 

















Cashier. 


(To be Continued.) 
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CONDUCTED BY JOHN EDSON BRADY OF THE NEW YORK BAR. 


CAUTION. 
In submitting a question it is essential that all of the facts involved be clearly set forth. If the 
question relates to a check, bill of exchange, note, or other negotiable instrument, or to any 
paper or document, a copy should be sent, also copies of letters having reference to the transac- 
tion out of which the question arises. 









PROTEST OF CHECK PRESENTED ON SATURDAY. 


Editor Banking Law Journal. New York City, May 18, 1914. 

DEAR Srir:—Will you kindly give the writer your opinion, through the columns 
of the JOURNAL, as to whether a Notary Public can legitimately protest a check or 
other negotiable instrument, payable on demand, when payment has been de- 
manded by the holder ona Saturday before 12 o’clock noon, and payment has been 
refused. For instance, a bank having such dishonored paper would probably not 
know of the non-payment until after 12 o’clock noon, and if the dishonored paper 
was then turned over to a Notary Public for protest, the Notary would be making 
a demand for payment on a legal holiday, as Saturday after twelve o’clock noon is 
considered a legal holiday. 

Section 145 of the Negotiable Instruments Law states that presentation for pay- 
ment of negotiable paper which is payable on demand can be made, at the option 
of the holder, on a Saturday before 12 o’clock noon, when that entire day is not a 
holiday. 

The question, of protesting paper of this kind that has been refused payment, 
has recently come up and any information you can give in the matter will be ap- 
preciated by, SUBSCRIBER. 

Answer:—A check which is presented to the drawee bank for pay- 
ment before noon on Saturday, and turned over to a notary in the 
afternoon for the purpose of being protested, should-be presented by 
the notary on Monday or the next following business day and protest- 
ed as of that day. If this were not so cases would frequently arise in 
which no valid protest could be made. Suchacase would arise where 


there is not time between the presentment of a check on Saturday 
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morning and twelve o’clock to have the check protested. The law does 
not require impossibilities and, as it is impossible to protest the check 
on Saturday afternoon or Sunday, the law allows the protest to be made 
on Monday. 

This procedure is sanctioned by section 267 of the Negotiable In- 
struments Law, which provides as follows: ‘‘ Protest is dispensed 
with by any circumstances which would dispense with notice of dis- 
honor. Delay in noting or protesting is excused when delay is caused 
by circumstances beyond the control of the holder and not imputable 
to his default, misconduct or negligence. When the cause of delay 


ceases to operate, the bill must be noted or protested with reasonable 
diligence.’’ 





PAYMENT OF BILL ISSUED IN DUPLICATE. 


Editor Banking Law Journal. New York, July, 1914. 

DEAR SiR:—Will you kindly answer through your columns the following 
question? The first and second of exchange have been issued and also a copy. 
First has been accepted and payable with Bank of Boston. Second of exchange 
does not turn up but the copy has been duly indorsed and gone through regular 
channels. Would Bank of Boston be justified in paying the accepted first with 
duly indorsed copy attached ? 

Answer:—When a bill of exchange is issued in two or more parts, 
either part may be negotiated, and when any one of them is accepted 
and paid, the other parts are extinguished, even as against bona fide 
holders, so far as the drawer is concerned, although the payee is liable 
to each person to whom he has transferred a copy of the bill. The 
drawee should accept only one of the parts, and may pay the amount 
of the bill when the part he has accepted is presented for payment. If 
the drawee accepts more than one part, he will be liable to bona fide 
purchasers of as many parts as he has accepted. But he may accept 
and pay any part which is presented. 

The following sections of the Negotiable Instruments Law regu- 
late the acceptance and payment of bills drawn in sets: 

Section 310. Where a bill is drawn ina set, each part of the set 
being numbered and containing a reference to the other parts, the 
whole of the parts constitute one bill. 

Section 311. Where two or more parts of a set are negotiated to 
different holders in due course, the holder whose title first accrues is, 
as between such holders, the true owner of the bill. But nothing in 
this section affects the rights of a person who in due course accepts or 
pays the part first presented to him. - 

Section 312.:Where the holder of a set indorses two or more parts 
to different persons he is liable on every such part, and every indorser 
subsequent to him is liable on the part he has himself indorsed, as if 
such parts were separate bills. 

Section 313. The acceptance may be written on any part, and it 
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must be written on one part only. If the drawee accepts more than 
one part, and such accepted parts are negotiated to different holders 
in due course, he is liable on every such part as if it were a separate 
bill. 

Section 314. When the acceptor of a bill drawn in a set pays it 
without requiring the part bearing his acceptance to be delivered up to 
him, and that part at maturity is outstanding in the hands of a holder 
in due course, he is liable to the holder thereon. 

Section 315. Except as herein otherwise provided, where any one 
part of a bill drawn in a set is discharged by payment or otherwise the 
whole bill is discharged. 


COMPELLING DISCLOSURE BY BANKER OF TRANSAC- 
TIONS WITH DEPOSITOR. 


Editor Banking Law Journal. MonrtTANA, June 13, 1914. 

DEAR Sir :—I hand you herewith copy of a letter recently received from the 
Bank Examiner in this district. Presumably, instructions of like character have 
been sent out from the Comptroller’s office to natfonal bank examiners : 


To the Cashier: Mont., June 9, 1914. 

On May 4th there was issued from the office of the Comptroller of the Cur- 
rency, Order No. 95 addressed to National Bank Examiners, as follows: 

“* At the time of future examinations you are instructed to direct the banks on 
your list to keep a proper record or register of all stocks, bonds, notes or other se- 
curities not the property of the bank within its custody, together with the names 
of the actual owners of such securities whether left with the bank for safe keeping 
or otherwise by customers, or left at the bank with any officer or director of the 
bank for any special purpose.”’ 

Please procure such a record’ or register and enter therein the description of 
the stocks, bonds, etc., as directed, and oblige, EXAMINER. 


The question arises, has the Comptroller authority, under the law, to exact any 
such information from national banks? We think not and are disposed to disre- 
gard the request absolutely. 

Country banks, especially, have a large amount of confidential information 
concerning their patrons’ business affairs, particularly of their investments, but 
which is held sacredly confidential and must be so held or an entire loss of confi- 
dence in the bank and its officers would result. It is only fair to assume that the 
information asked for is for use by some department of the Government and, if 
used, the parties interested would soon know that information concerning their 
affairs had been divulged by some one and, naturally, would accuse the bank as 
being the only one who could do so. If advised by the bank that such information 
had to be furnished, they would, of course, at once withdraw their papers and 
probably their accounts and go to a state bank, where they could have different 
treatment. 

There is, in fact, but very little information of this character a bank could 
give, for while knowing in a general way what amount and kind of investments its 
customers actually have, yet the documents themselves are usually in safety boxes 
or in sealed envelopes and it would be impossible for the bank to furnish any list 
of them. 

Still, the matter would be annoying and an outrage on all concerned and 
result in no good for anyone but would, if carried out as intended, be very damag- 
ing to the interests of the bank. 

Comments upon this new populist fad will’no doubt be interesting to many of 
your readers. Yours truly, PRESIDENT. 


Answer.—The law does not consider the relation between a banker 
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and his depositor to be of such a nature as to entitle the banker on all 
occasions to refuse to disclose the status of their business transactions. 

The case of in re Davies, 68 Kans. 791, 75 Pac. Rep. 1048, is one in 
which the relation is looked upon by the court in this regard. It ap- 
peared that the grand jury called Mr. Davies, who was a banker, as a 
witness, and propounded this question to him: “‘I will ask you to 
state, Mr. Davies, the amount of money Mr. John Bellringer had on 
deposit in the Bank of Green, March 1, 1903.’’ The object of the in- 
quiry was to ascertain whether Mr. Bellringer had committed perjury 
in making a return of his property for the purposes of taxation. Mr. 
Davies refused to answer the question, giving as his reasons, ‘‘ that 
the grand jury is without authority to require any officer of the bank 
to make a disclosure of such matter,’’ and ‘‘that the making of such 
disclosures would be destructive of the bank’s property and its assets, 
and would destroy public confidence in the bank, and for the further 
reason that all such matters are privileged communications.’’ He also 
objected on the ground that the demand was a violation of the consti- 
tutional rights of himself, the bank of which he was an officer, and the 
customers of the bank. Mr. Davies was fined $25 for his refusal to 
answer and was committed to jail for contempt until the amount should 
be paid. He petitioned for a writ of habeas corpus. 

In denying his petition the court said}: ‘‘ It is next insisted that the 
petitioner should be discharged, because the matter concerning which 
he was interrogated was privileged, and that to require a disclosure by 
a banker of the amount standing to a depositor’s credit on the bank 
books would be against public policy. Counsel thus contending frankly 
admits that he had found no adjudicated casé which sustains his posi- 
tion. The relation of debtor and creditor exists between a depositor and 
banker. Bythe inquiry inthis case it was sought to ascertain how much 
the bank owed Bellringer on March 1st. The ordinary debtor would 
hardly stop to assert a privilege in his behalf to protect him from dis- 
closing the amount owing by him to another. Again, it is argued 
that, to permit grand juries or courts to inquire into such private 
affairs of business men would cause withdrawal of deposits from banks 
annually for many weeks preceding the first of March——some to escape 
taxation others to avoid publicity. It is a sufficient answer that an- 
noyance to depositors, or the loss to banks predicted by counsel, has 
never appealed to courts or legislatures with enough force to work a 
change in the rules of evidence * * * That to compel a disclosure 
from the witness would be an unreasonable search for and seizure of 
the depositor’s property is untenable. To obtain information from 
a witness of the amount and location of another’s money or prop- 
erty cannot come within the constitutional inhibition against unrea- 
sonable searches and seizures. There was nothing confidential, ina 
legal sense, between Davies, the banker, and his depositor, which 
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would allow the former to assert that the business transactions between 
them were privileged. 
Mr. Davies was remanded to jail. 


NEGOTIABILITY OF NOTE WITH INTEREST. PROTEST 
OF CHECK. MONTANA CHATTEL MORTGAGE LAW. 


Editor Banking Law Journal. , Montana, June 2, 1914. 

Dear Str:—As a subscriber to the Banking Law JourNaL, I will ask that you 
answer through its columns the following, to wit: 

1. Isa promissory note which centains the following clause as to interest, negotia- 
ble before maturity: ‘‘ With interest at eight per cent. per annum, payable semi- 
annually until due, and twelve per cent. thereafter.” In other words, does the fact 
that a higher rate of interest is to be charged after maturity affect the negotiability of 
this note? In Cornish vs. Woolverton, 32 Montana, 456, decided May 29, 1905, such a 
provision was held to render the note not negotiable. This was based, however, on a 
note dated 1895 and before the enactment of the Negotiable Instruments Act in this 
state. 

2. A check drawn and payable in this state is described by the Negotiable Instru- 
ments Act as an ‘‘ Inland Bill of Exchange” and the Act further states that it is un- 
necessary to protest an inland bill of exchange. On such a check is 1t therefore neces 
sary to protest where indorsed by out-of-state indorsers? How are we to know where an 
indorsement is made in blank whether or not the indorser is a non-resident of this 
state? As a matter of fact, is it at all necessary to protest any inland bill of exchange 
in order to hold maker and indorsers, and if such is the fact would it ever be necessary 


to protest a check drawn and payable in this state in order to hold maker and in- 
dorsers? 





3. Under our laws pertaining to chattel mortgages enacted 1913 does a chattel 
mortgage drawn for six months hold good in every way for a period of two years and 
sixty days after date of the instrument or should a renewal be filed within sixty days 
after the expiration of the six months? Or does this mean that it is now possible to take 
a chattel mortgage which can run for two years? Does a renewal affidavit filed within 
two years and sixty days after the date of filing of the chattel mortgage hold the mort- 
gage in force for three years from and after the date of the filing of such renewal 
affidavit ? 

I will greatly appreciate your opinion on these matters as there seems to be quite 
a diversity of opinion among our attorneys regarding all these points. 

Yours truly, CASHIER. 

Answer:—1. The question, whether a note, drawing interest at a 
greater rate after maturity than before, is negotiable would seem to be 
an open one in Montana and one which cannot be definitely answered 
until the courts of that state have passed upon it. Prior to the adop- 
tion of the Negotiable Instruments Law it was held in several states 
other than Montana that such a note was negotiable. There is no doubt 
that this is the better rule. The Negotiable. Instruments Law de- 
clares that a note, to be negotiable must contain a promise to pay ‘‘a 
sum certain in money.’’ The only reference to notes payable with in- 
terest in the statute is a provision to the effect that ‘‘the sum payable 
is a sum certain within the meaning of this chapter although it is to be 
paid with interest.’’ This is a broad provision and leaves plenty of 
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leeway for judicial interpretation. The states which have already held 
that a note of this kind is negotiable would probably continue to so 
hold under the Negotiable Instruments Law, but we know of no deci- 
sion since the adoption of the act in which this question has come up. 
Whether or not the courts of Montana would hold that the statute has 
changed the law in this regard is, to say the least, doubtful. It is our 
opinion, however, that, inasmuch as the statute was drawn primarily 
for the purpose of unifying the law of negotiable paper, the Montana 
courts, if the question should come up under the statute, should hold 
that a note does not lose its negotiability because of a provision for 
a greater rate of interest after maturity. 

2. The Negotiable Instruments Law specifically provides that, un- 
less a bill of exchange appears upon its face to be drawn in one state 
and payable in another, it may be treated as an inland bill. It also 
provides that where a bill does not appear on its face to be a foreign 
bill protest is unnecessary. Clearly, under these provisions, the 
question of indorsements does not enter into the matter. If there is 
nothing on the face of the bill to indicate that it was drawn in a state 
other than the state in which it is payable, it is not necessary to protest 
it in order to charge the drawer and indorsers,even though it may have 
been fndorsed outside of the state. 

3. The chattel mortgage law referred to is chapter 86 of the laws 
of 1913. Section 4 provides that every mortgage of personal property 
‘“ must be filed in the office of the County Clerk and Recorder of the 
County where the property was situated at the time of the execution 
ot the mortgage.’’ 

Section 5 is as follows: ‘‘ A mortgage of personal property exe- 
euted and filed as hereinbefore provided, ceases to be valid as against 
creditors of the mortgagor and subsequent purchasers or incumbrancers 
in good faith after the expiration of two years and sixty days from the 
filing thereof, except as hereinafter provided.”’ 

In section 6 it is provided that a chattel mortgage filed as required 
may be renewed ‘‘ at any time within sixty days after the expiration of 
two years from the date of filing the same, in case such debt or obliga- 
tion, or any part thereof, be unpaid or unfulfilled,’’ by filing an affi- 
davit setting forth certain facts. The county clerk must attach such 
affidavit to the mortgage, “* and the original mortgage shall then con- 
tinue in full force and effect for the period of three years from the date 
of filing said affidavit.’’ 

There is nothing in these provisions which limits the term for which 
a chattel mortgage may run, and no reason why a mortgage to run for 
a term of two years may not be given. If property is mortgaged for a 
term of six months the statute requires that this mortgage, like every 
other chattel mortgage, must be filed. Upon filing the mortgage it 
becomes good as against third parties and remains good for a period 
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of two years and sixty days after the date of the filing, or for such por- 
tion of that time as any amount remains due to the mortgagee under 
the instrument. If the mortgage is not renewed during the last sixty 
days of that period it ceases to be valid at the end of such sixty days as 
against creditors of the mortgagor and subsequent purchasers or in- 
cumbrancers in good faith. If the mortgage is renewed during the 
sixty-day period, by filing the affidavit reyuired by the statute, then 
the mortgage continues in full force and effect for the period of three 
years from the date of the filing of such affidavit. 





COLLECTION OF CHECKS. 


Editor Banking Law Journal. PHILADELPHIA, May 27, 1914. 

Dear Sir:—I understand that it is a general rule of law that a collecting bank can 
take only money in payment of paper payable at some other bank. It has no right; un- 
less specially authorized to do so, to accept anything in lieu of money. If it accepts any- 
thing else it does so at its own risk. 

In this state there was enacted in 1907 a law to cover the distribution of the funds 
of insolvent trust companies. I enclose a copy of the act. Since the passage of the act 
the American Trust Company of Philadelphia failed. Under a Supreme Court decision 
in Pennsylvania it was ruled that banks holding the drafts of this company were not 
entitled to be classed even as depositors. I refer to the drafts of the trust company de- 
livered to the collecting banks in payment of items on the trust company, which drafts 
were not paid because of the intervention of a receiver. In view of the fact that the 
assets of the trust company are not sufficient to pay the depositors, the banks holding 
the trust company’s drafts will receive nothing thereon. 

In a more recent case a trust company of this city failed and the drafts drawn by 
the defunct company in payment of items presented for payment by the several banks 
of Philadelphia amounted to nearly $50,000, and under the law of 1907 the banks could 
only recover this amount in the event that there was sufficient left in the hands of the 
receiver after all depositors were paid in full. Fortunately at the last session of the 
Legislature (1913) laws were passed allowing banks holding unpaid drafts to participate 
equally with depositors in the distribution of the assets of the failed trust company. 1 
enclose a copy of the laws. In view of the fact that the law requiring a bank to accept 
only money in payment of paper is archaic and not in accordance with the development 
of modern business methods, and furthermore impracticable and impossible of per- 
formance generally, it seems to me that it should be repealed. 

A law requiring the receiver of any defunct financial institution to return at once 
all checks, notes and drafts that have been presented with due diligence and for which 
the company had issued its own draft in payment, and which draft was refused because 
of the failure of the company would be perfectly just to everyone, and in the case of 
failures banks would then always be able to return the instruments to the depositors or 
correspondents from whom they were received. In this law should be incorporated the 
right of the collecting bank to charge back such items to its depositor or correspondent. 

If such were the law the loss would fall upon the depositor of the defunct company. 
It is a rule of law, I believe, that where a loss occurs and is to be borne by one of two 
innocent persons it shall be borne by the person through whose negligence it occurred. 
If a man keep an account with an insolvent bank, it is his misfortune, and any loss 
should be borne by him. If such a depositor draws a check for $1,000 in favor of A, 
and A deposits it in his bank and the bank accepts the paying bank’s draft in payment of 
the item, and the paying bank fails, under the present law the collecting bank must 
stand the loss, unless it can pass it along to the payee of the check. The debt of the 
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man who originally issued the check is canceled and he cannot be compelled to pay the 
obligation over again. His deposit in the defunct company is reduced by the amount 
of the check, and the funds of the defunct institution are increased $1,000 for distribu- 
tion among the creditors. The depositor in the defunct company has paid his debt of 
$1,000 and comes in for a pro rata share of the $1,000 received by the receiver on the 
remaining part of his deposit. In equity he surely is not entitled to this. if the asset, 
are not sufficient to pay all claims. 

I should be giad to know, through the columns of the Banking Law JouRNALS 
whether or not such a law exists in any of the states, and of the reasons in equity for 
and against such a law. Very truly yours, ASSISTANT CASHIER. 

Answer.—We do not know of any other state in which the above- 
mentioned law has been enacted, but feel that collecting banks are 
entitled to the protection of such a statute. 

The rule which requires a bank collecting a check to collect it in 
cash is merely an application of the rule of the law of agency, that an 
agent to sell or collect has no authority to receive anything but cash, 
unless such authority is expressly given to him. The rule has no just 
application to the collection of checks, as such transactions are handled 
by banks to-day. But it is, nevertheless, a firmly settled rule of law. 

In anotein3 L.R. A. (N.S.) 1180, therule is expressed as follows: 
‘*In the absence of instructions to the contrary, or, at least, in the 
absence of a custom or instructions to the contrary, the weight of 
authority holds that a bank which receives a check, note or similar in- 
strument for collection is limited to receipt of cash in payment and 
must either return the instrument received or the money, and if it 
surrenders the instrument received in return for a check or other 
paper of the party on whom it was drawn, it does so at its own risk 
and is liable, irrespective of negligence in the collection of the substi- 
tuted paper, if that paper is not paid.’’ First Nat. Bank v. Ashforth, 
123 Pa. 212, 16 Atl. 596; Hazlett v. Commercial Nat. Bank, 132 Pa. 
118; Gowling v. American Express Co., 102 Mo. App. 366; 76S. W. 
Rep. 712. : 

It has been expressly held that a bank which collects a check by 
receiving the drawee’s check instead of money, cannot justify such a 
course on the ground of custom, because such a custom is unreasonable. 
National Bank of Commerce v. American Exchange Bank, 151 Mo. 320, 
52S. W. Rep. 265. On the other hand it has been held that the cus- 
tom among banks, in collecting checks, to accept checks in payment 
thereof is reasonable and valid. Savings Bank v. National Bank, 98 
Tenn. 337, 39 S. W. Rep. 338; Farmers’ Bank & Trust Co. v. New- 
land, 97 Ky. 464, 31 S. W. Rep. 338. 

Of course bank depositors are not entitled to a priority over other 
creditors of the bank upon the bank’s insolvency, in the absence of 
legislation to that effect. Where there is such legislation, persons who 
have received checks in payment of items drawn on a bank,which closes 
before the checks can be presented, are in fairness entitled to rank 
with depositors in the distribution of the assets of the bank. 
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ANNUAL CONVENTION OF NEW YORK BANKERS 
ASSOCIATION. 


The twenty-first annual convention of the New York State Bankers Association 
was held at Eastern Point, New London, Conn., June 11 and 12 last. While not as 
large, numerically, as on other occasions it was not lacking in interest, and, in many 
respects may be counted as one of the best gatherings in the history of the association. 
Among other things advantage was taken of the opportunity for informal discussion 
and not a little of what politicians would call ‘‘electioneering” in behalf of those who 
are candidates for directors in the new Federal Reserve Bank. Another important 
feature was the inauguration of a publicity movement for the purpose of replying to 
the unjustifiable attacks by demagogues in Congress and out of it, upon New York 
bankers and business men, as being the embodiment of all that is evil. Referring to 
this subject the remarks of Elliott C. McDougal, president of the Bank of Buffalo, were 
especially apropos. He said in part: 

*‘T have spoken quite a number of times to bankers in New York City, and I have 
said to them: You tel! me that you think it is better for the New York City bankers to 
say nothing. That is all right probably as far as the Congress and the Admistration is 
concerned, but, gentlemen, the country at large thinks that you have a poor case because 
nothing is heard from you, and the people of the country are judging you by your 
silence. They almost go so far as to say—and it is not extravagance because it is simply 
following out the idea of the legislators and the propaganda which go out from Wash- 
ington—that the silence is a guilty silence. The New York City bankers say there is no 
use of their talking, because if they do it will be cailed Wall Street. If they talk rea- 
son, talk sense, and say what they have to say for themselves, even though it comes from 
Wall Street, it will be heard by the business men of the country, and finally if good 
sense and reason be iterated and reiterated, it will have its effect on the people of the 
country at large. Gentlemen, we have nothing to do with politics and cannot influence 
very much the present Congress, but we may be able to spread broadcast an intelligent 
conception of the real banking situation and of the business situation throughout our 
country so that possibly in the next Congress there will be a different conception of 
things from a business man’s standpoint” 

A number of interesting addresses were delivered, among them being that of E. L. 
Richards, superintendent of the New York State Banking Depertment, whose subject 
was ‘‘The Tyranny of Paternalism,” to which he ascribed many of the ills from which 
the business of the country is at present suffering, saying in part: 

‘*In an address delivered a few weeks ago in North Carolina the Comptroller of 
the Currency presented a bitter arraignment of the so-called money barons of New 
York. He drew a vivid, even lurid, picture of the devastation by fire and sword when 
our feudal chiefs swept down from their banking castles upon the innocent peasants of 
the South and West. He did not mince words about the tyranny of New York’s 
billions, nor hesitate to charge to them all the country’s ailments; and then he offered 
as a cure-all the new Federal Reserve Act, which, as he claims, guarantees financial 
local self-government. 

‘“While I shall not presume to do more than disagree with Mr. Williams’ fiat that 
all our past sufferings are the result of the tyranny of concentrated money, yet I do not 
believe that we are suffering from it now. It is not what our wickedest citizens have 
done which is making business a wreck. It is what government interference has done 
and is doing. No money trust is the cause of our present business depression, whether 
we fecl it or only think we feel it, according to the psychological theory of the national 
administration. For the causes of our present ills, we mnst go deeper and farther than 
past performances of money kings. And when we do, we shall find their causes in the 
steady piling up of attempted control over business, in official tinkering with the law of 
supply and demand, and in statutory attempts to alter the plain principles of commer- 
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cial competition. * * The new tyranny is that ef the many over the few, the tyranny of 
guillotines and of mobs guided by the demagogues and fakirs marching through this 
sham-ridden land, emitting cries of ‘He has more money than you.’ These restless 
agitators are demanding liberty, fraternity and equal assets for all men; and not only 
these demagogues, but sincere statesmen as well, mistake, I fear, the real temper of the 
people. For some day, and that soon, the mobs that now applaud those leaders will 
turn upon them and rend them limb from limb when they discover that the doctrines 
taught them only make the poor poorer; and when the vision is clearer, our citizens 
will not. believe in compulsory home rule as opposed to natural selection in banking, any 
more than they will believe that the government can make water run up hill, or money 
run away from New York. 

‘* But the State of New York can point with pride to the progressive features of its 
new banking law, progressive along the lines of supervision and control, but not radical 
or revolutionary, nor trespassing into the field of government operation. Our new law 
has wise and well considered articles for the supervision of private bankers and of per- 
sonal loan associations; for the encouragement of credit unions; and, for the benefit of 
the rural communities, a provision for a state land bank, to be run not by the state or 
with the state’s money, but by and with the co-operation and funds of our savings and 
loan associations. 

Pierre Jay, vice-president of the Bank of the Manhattan Company told the con- 
vention about. the recent changes in ‘‘The New York Banking Laws,” saying: ‘‘A most 
important change was the giving to banks and trust companies the privilege of accept- 
ing for payment at a future date drafts drawn upon them by their customers, and the 
right to issue letters of credit, authorizing the holders to draw upon them on sight or 
on time not exceeding one year. There has been a great deal in newspapers recently 
about this new provision for domestic acceptances, and you are doubtless familiar with 
it. Therefore, I will not go into a discussion of the matter. It is sufficient to say that 
it is the most interesting new provision in the law and one about which it is hard to pred- 
icate an opinion until it has been in operation two or three years and we have seen 
how it works out. There is no restriction whatever as to the amount that a bank may 
accept. Whether it leads to undue expansion of credit, or not, without any limitation, 
we cannot tell until the law has been in operation for some time.” 

Referring to the ‘‘ Savings Bank Section” he said: ‘‘ There are one or two very 
important changes. One is that those who incorporate savings banks, start new institu- 
tions, must furnish an initial expense fund of $5,000 to guard against insolvency in the 
early days of the institution and to pay the expenses before the institution gets on a 
self supporting basis. Second, they must supply an initial guaranty fund of $5,000 in 
case of any loss or depreciation in securities which may occur during the early years of 
the bank. The second very important one is the requirement that every bank shall 
have a surplus or guaranty fund, as it is called in the law, of not less than 10 per cent. 
of its deposits, and they must set to work at once to accumulate such a fund. A few of 
them have the 10 per cent. Many have a fund somewhat smaller than 10 per cent. A 
few banks have very little surplus. Under the old law there was no requirement at all 
in this respect. Therefore it was a most opportune time for New York to establish the 
principle that a savings bank must accumulate a surplus. Daring 1914, any savings 
bank having less than 10 per cent. surplus must set aside five per cent. of its net earn- 
ings during the dividend period. During 1915, it must set aside six per cent. of its net 
earnings. This progresses one per cent. a year until 1919, and every year thereafter, 
until they get a surplus equal to 10 per cent. of their deposits, they must set aside 
10 per cent. of their net earnings at the end of each dividend period. But in order 
not to force banks below the 314 per cent. dividend rate the law provides that this 
provision shall be inoperative for any such bank at any time when it will reduce its 
dividend below 314 per cent.” 

The following were elected officers for the coming year’: President, James H. 
Perkins ; vice-president, John A. Kloepfer; secretary, W. J. Henry; treasurer, 
John H, Gregory. 
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RICHMOND THE CONVENTION CITY, 1914. 


The amended constitution of the American Bankers Association, made effective in 
Boston in 1913, at the 39th annual convention, demonstrated among others, one good 
thing clearly, i.e , politics can no longer influence the selection of a city for convention. 

When the Committee of the Richmond Bankers presented their invitation on the 
floor of the Boston convention to hold the fortieth annual convention in Richmond, 
many of the delegates were surprised, but a presentation of her many advantages re- 
sulted in her winning the honor. 

After the selection an impression arose in some quarters that Richmond could not 
properly care for such numbers as would likely attend. Whatever the origin of this 


JEFFERSON HOTEL, THE CONVENTION HEADQUARTERS. 


apprehension, it gives us pleasure to be able to correct the error after ascertaining the 
facts. We feel confident that all the guests who attend will be housed in comfort and 
convenience, and are in a position to publish the assurance that every effort is being 
made by the local arrangements committee toward this end. 

Richmond's hotel accommodations have been so much improved in the last few 
years that what was a crying need of the city several years ago is now a source of pride 
to its citizens, and those who anticipate a trial of its hospitality this fall will, we are 
sure, meet an agreeable surprise in the character of the accommodations. Her hotels 
and best boarding houses,are so compactly located as to greatly facilitate easy communi- 
cation and close association among the members. 

The Jefferson hotel has been chosen as convention headquarters. This hostelry 
enjoys a justly earned wide reputation, based upon the beauty of its architecture, home- 
like atmosphere and excellent cuisine. 

Prominent among the city’s other first-class hotels are: 

The Richmond, situated at the corner of Grace and Ninth streets, from which van- 
tage point one may look with pleasure at the nearby imposing Capitol and through 
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MURPHY’S HOTEL. 


and over its surrounding attractive grounds, studded with interesting subjects of 
sculpture. 

Murphy’s new hotel, very recently built, at the corner of Eighth and Broad streets. 
offering every up-to-date convenience and comfort. 
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HOTEL RICHMOND. 
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SOME OF RICHMOND’S SKYSCRAPERS. 


Rueger’s new hotel, recently finished, at the corner of Bank and Ninth streets, 
overlooking the beautiful Capitol Square from another point. This is a very attractive 
house, splendidly equipped and furnished, with a wide reputation for catering. 





TWO OF RICHMOND'S LEADING HOTELS. 
Murphy’s Hotel, left. Hotel Richmond, right. 
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Besides these, there are several other good houses cf large collective capacity,not 
to particularize a number of first class boarding houses, in close proximity to the 
Jefferson, which will be resorted to if it is found necessary to go beyond the hotel’s 
capacity for accommodations. 

The hotels above mentioned are modern in every respect, and are centrally and 
conveniently located in respect to theatrical attractions and shopping. They are situ- 
ated directly on car lines, only short rides from the Jefferson. 

We feel sure that the Hote] Committee, having in charge the arrangements for the 
convention, will acquit themselves in a manner satisfactory to all concerned. and that the 
members who attend need have no fear of being overlooked or neglected in any way. On 
the contrary, we are convinced that no stone will be left unturned to offer to the con- 
vention every facility for the proper transaction of its business and thorough enjoy- 
ment of the social and recreative features. 

ENTERTAINMENT OF THE GUESTS. 

While the Entertainment Committee have not as yet announced their complete 
programme, it can be authoritatively said there is in store one of the most interesting 
programmes of entertainment ever arranged for a bankers’ convention, including a 
most interesting trip down the historic James, and a visit to each of the more important 
industries urban and suburban, as well as to the battle fields and other points of historic 


interest. 
RICHMOND THE IMPERIAL CITY OF THE SOUTH. 


Not only should the ordinary features of the city attract a large number to con- 
vene, but that immediate section is rich in historic memories and associations, which 
will be interesting to all—the North, South, East and West,—for all will meet on com- 
mon ground, with the lines of political demarcation obliterated by time and the growth 
of mutual interests. 

Perhaps no other city in the United States more clearly typifies the progressive 
spirit of the American people than Richmond. Its historical and political life is famil- 
iar throughout the length and breadth of the land, but its striking industrial progress 
has as yet a limited recognition. 

To the average person at a distance the name of Richmond brings to mind a picture 
of peaceful Southern social life, tinted by a touch of romanticism, still set in its ante- 
bellum framing. Few outside of the city’s radius of commercial activity look upon it 
as a bustling, busy manufacturing center of 150,000 population. Phoenix like, it has 
risen in little more than a generation from the ashes of ruin to claim a material prosper- 
ity by right of natural advantages and an indomitable will. 

From the Indian farm, cut up into lots by William Byrd in 1783, and sold to the 
early English settlers, Richmond has grown im the face of two devastating wars and 
political disruption into a city of twenty-seven square aniles, with a commercial impor- 
tance that places her wel) to the front of American cities. The same iron resolution 
that characterized her consecration in 1861 to what she believed to be the right, was 
turned in 1865 to the problem of bringing progress and salvation out of ruin; and how 
well her plans and determination have been consummated may now be quickly apparent 
to any casual observer. 

In the rehabilitation, the three essentials for manufacturing supremacy were at 
hand,—raw materials, water power and a market. In the initial steps of her progress 
the productive tobacco lands of Virginia’s Piedmont section, the forests of hard and 
soft woods, the coal fields of the Pocahontas region, the thinly covered iron beds of 
Virginia and West Virginia and the cotton lands of the states immediately South were 
ready to pour their riches into the factories of Richmond. 

Not the least striking feature of the industrial rejuvenation of Richmond was the 
absence of foreign capital for investment. Indeed, the celerity with which manufactur- 
ing plants sprang up and great enterprises were initiated, solely upon the foundation 
of native energy and natural resources, makes one wonder whence sprang the fallacious 
impression that the South is just NOW awakening from industria] slumber. 








RICHMOND, WHERE THE A. B. A. CONVENTION WILL BE HELD 6 


ow 
— 





CAPITOL BUILDING, RICHMOND. 


Having in their possession water power, raw materials and water transportation, 
the men of Richmond turned their attention to the problem of securing rail transporta- 
tion facilities. 

To-day, fifty yearsafterwards, five great trunk lines drive their main arteries through 





LEE CIRCLE. 
Robert E. Lee Monument. 
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Richmond, another runs within 25 miles of the city and sends train after train daily 
into Richmond over the rails of another road. Seven inter-urban and suburban electric 
lines radiate from its heart, and two new lines, destined to open up a country of great 
resources, are building. Locomotives built in Richmond draw many of the trains of 
the country. Its foundries supply the bulk of the projectiles for the army and navy. 
Its tobacco factories turn out a fabulous product. Sixty-five per cent. of the blotting 
paper manufactured in America comes from its mills. The largest cedar works of the 
world sends from Richmond its products to every corner of the civilized globe. 

Some conception of the number and diversified character of Richmond’s manufac- 
turing resources can be obtained from the statement that there are 1,800 factories in the 
city turning out everything from locomotives to flavoring extracts. 

Richmond has the largest baking powder plant in the world, the largest antique 
furniture factory in the world, the largest fertilizer business in the United States, the 
largest flavoring extract manufactory for home use in the world, the largest mail 
order house in the South. 

Preferential freight rates based upon water competition have given Richmond's 
wholesale houses the entire South for a market place. These firms do a combined an- 
nual business of nearly $75,000,000, while the city’s manufactured products have a 
yearly value of $40,000,000. 

RICHMOND AS A BANKING CENTER. 

As is well known, Richmond has been selected as the Fifth Regional Banking 
Center. This speaks for itself. While it was presumed by some that politics was a 
factor in this selection, these charges have all been dissipated by facts and figures pre- 
sented in a brief submitted to the Reserve Bank Organization Committee by the com- 
mittee representing Richmond in which Richmond’s unsurpassed advantages were 
clearly set forth. 

Richmond has 18 incorporated banks, 8 national banks, 5 trust companies, 4 state 
banks, and 1 savings bank, with a total capital of $10,013,000, surplus and undivided 
profits of $8,000,000, and total resources of $71,600,000. 












































A DESERVED TRIBUTE TO THE AMERICAN INSTITUTE 
OF BANKING. 


In response to information desired, as to the probable opening of the Federal Re- 
serve Banks, the Secretary of the Treasury is reported to have recently said : 

‘‘The Federal Reserve Banks will be ready for business much sooner than expect- 
ed. An immense amount of work has been done that does not appear on the surface. 
When the Federal Reserve Board organizes it will find comprehensive information, col- 
lected and prepared by the Reserve Bank Organization Committee, and reports made 
by a committee of experts, composed of H. Parker Willis, chairman; Edmund D. 
Fisher, Andrew A. Benton, O. Howard Wolfe, Joseph A. Broderick, Ralph Dawson 
and Stephen H. Farnbam of New York, ona system of uniform accounting, clearing 
house functions, commercial paper, etc.” 

It is interesting to note that four of the above gentlemen are prominent and active 
members of New York Chapter of the American Institute of Banking. These are: 
Andrew A. Benton of Marwick, Mitchell, Peat & Company; O. Howard Wolfe, secre- 
tary of the Clearing House Section of the American Bankers Association and president 
of New York Chapter, A. I. B.; Joseph A. Broderick, Examiner in Charge of Credit 
Bureau of the New York State Banking Department and a member of the Board of 
Governors of New York Chapter, A. I B.; and Ralph Dawson, Auditor, Guaranty 
Trust Company of New York. 
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FIRST NATIONAL-SOO LINE BUILDING. 
Future Home of the First National Bank, Minneapolis. 
The splendid building shown above is that of the First National Bank-Soo Line 
Building, now in process of erection on the corner of Marquette Avenue and Fifth 
Street, Minneapolis, to be completed early in 1915 at a cost of $1,500,000. The First 
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National Bank will occupy the first, second and third floors. The upper seven floors 
will be occupied by the Minneapolis, St. Paul & Sault Ste. Marie Railway offices. The 
intermediate stories will be occupied by business offices. 

The structure is to be nineteen stories in height, of the most modern fire-proof steel 
construction; exterior granite and terra cotta; iuterior finished throughout in steel, 
white marble and bronze. There will be a front light court 45 by 60 feet in area,*ex- 
tending to the top floor, thus insuring excellent light and ventilation, and all the 

offices will therefore be front offices. 

The latest improvements and devices in office building construction and equipment 
will be installed, so as to insure first-class service and cleanliness. Efficient service in 
all departments will be maintained, including electric lights and vacuum cleaning. 

The First National Bank of Minneapolis began business in 1864, with a capital of 
$50,000, which has gradually been increased until in 1913 it was made $2,500,000. For 
fifty years this bank has been making a feature of caring for the accounts of banks 
and bankers. It has long been known as a conservative institution and one which wel- 
comes small accounts as well as large ones. 

When the growth of the bank’s business necessitated more generous accommoda- 

¢ ‘tions than its space in the Phoenix Building afforded, the officers of the bank planned a 
structure to be erected at the corner of Marquette Ave. and Fifth St. to be used purely 
for banking purposes. 

» A beautiful building was therefore erected in the year 1907 of New Bedford lime- 
stone. The substantial appearance which this material gave was relieved of all severity 
by graceful lines, and it was a notable addition to the banking and business architecture 
of this city. 

However, many factors in the growth of the city of Minneapolis have combined to 
make this corner a most strategic point in the business district, and demanded the 
erection of a large commercial building, such as the First National Bank and Sco Rail- 
way are now building. 

The building erected in 1907 was occupied until March 28th this year, and has 
now been taken down to make place for the building of the new structure. 

A serious problem confronted the bank in providing quarters pending the erection 
of its new building. This was finally solved by securing the use of the Minneapolis 
Trust Company’s new building, occupying ground just adjacent to where the new First 
National-Soo Line Building will be. This was an additional advantage in enabling the 
transfer to be accomplished with the minimum of disturbance to the daily business of 
the bank. 

The First National Bank will shortly celebrate its fiftieth anniversary. It has played 
its part well in the development of the Northwest, and has obtained a degree of pros- 
perity and success to which its conservative management entitled it, and to-day occupies 
a prominent and enviable place among the great banks of the country. 

The following are its officers:—F. M. Prince, president; C. T. Jaffray, vice-presi- 
dent; A, A. Crane, vice president; D. Mackerchar, vice-president; H. A. Willoughby, 

cashier; G. A. Lyon, P. J. Leeman and J. G. Byam, assistant cashiers. 


MERCANTILE TRUST COMPANY OF ST. LOUIS. 

The Mercantile Trust Company of St. Louis, Mo., is named executor and trustee of 
James Campbell, who recently died in St. Louis. Mr. Camphell left property estimated 
at from $35,000,000 to $60,000,000, and the trust will not expire until about twenty-one 
years, or after the deaths of the widow and only child. More and more business men are 
leaving the management of their estates to trust companies, and Mr. Campbell could 
have made no better selection for executor than the Mereantile Trust Company. No 
greater expression of confidence in trust company management has ever been shown, 
and it goes without saying that this confidence has been well bestowed. 
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The twenty-fifth annual convention of the Minnesota Bankers Association met at 
Minneapolis, June 10 and 11. In point of attendance it was a record breaker, as nearly 
800 members, guests and bankers from other states were in attendance. 

The report of secretary Richards showed a membership of 1,045 out of a total of 
1,141 banks and trust companies in the state. 

President J. S. Pomeroy, in his address, referred to the great prosperity of the 
Minnesota banks saying in part as follows: 

‘The past year has been a notable one on account of the satisfactory increase in 
the deposits of our Minnesota banks. The proportion of such increase in this state is 
much larger than in the United States asa whole. Thisis gratifying. This growth in 
deposits is not by any means confined to the larger cities of the state; in fact the propor- 
tion of growth among the country banks has been larger than with the city banks, which 
is quite a satisfactory showing to the state as a whole. It is also somewhat contradictory 
to the prevailing notion that all the trend of activity is toward the larger cities and 
that they thrive and grow at the expense of the rural communities.” 

Joseph Chapman, who is vice-president of the Northwestern National Bank of 
Minneapolis and also chairman of the agricultural committee of the association, reported 
on the work of the committee for the past year. He first congratulated the association 
on its wonderful growth, saying that when he was first elected secretary, 14 years ago, 
it had a membership of 150; now it has over 1,000. He referred to the fact that Minne- 
sota was the first state where bankers took up this matter of agricultural education and 
hasfound more satisfaction in its successful vutcome than any other of his many enter- 
prises. As illustrating in condensed form what has been done, he said: 

‘‘We have twenty four county demonstrators or agents in Minnesota. Three coun- 
ties have raised funds for the employment of such a man, and are only waiting until 
the man can be procured. Four or five counties, in addition, are working on the propo- 
sition and trying to raise funds for this purpose. 

‘‘We have over 400 students in our agricultural college today, preparing to be teachers, 
as against four, five years ago. While there is no intention on the part of bankers of 
this state to claim the credit for this wonderful revolution in our schools during the 
past five years, yet it is true that until our committee was appointed and begancreating 
sentiment in this state on these subjects, there was no united effort anywhere to accom- 
plish these results.” 

The leading address was by E. D. Hulbert, vice-president of the Merchants Loan & 
Trust Company of Chicago on ‘‘Hopes and Fears for the New Reserve Act,” holding the 
closest attention of his large audience for more than the hour required for its delivery. 
The principal portions of the address follow : 

‘‘The discussion of the Federal reserve act, both before and since its passage, has de- 
veloped a wide difference of opinion as to what its effect will be, and even as to what its 
effect is desired to be. 

‘The optimist sees in it the end of panics, smashing of the money trust, the mobili- 
zation of our reserves, the turning of the idle funds ofthe country from the channels of 
Wall street speculation into the channels of trade and industry, the establishment of a 
great discount market and standardized commercial paper thus reducing risk to a mini- 
mum and generally putting our banking system on a sound and satisfactory basis. 

‘‘The pessimist on the other hand, sees in it political control of out banking system, 
dangerous inflation through the unlimited issue of currency based on commercial paper, 
a probable fight for gold reserves among the twelve regional banks whenever a world- 
wide stringency recurs, and an eventual collapse more serious than any we have had 
Such is the wide divergence between those who take counsel of their hopes and those 
who take counsel of their fears. 'Wemay fairly assume that in the reasonable probabili 
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ties of human experience neither the hopes of the one nor the fears of the other will be 
fully realized. So much depends, however, upon the rules and precedents which are 
about to be established by the Federal reserve board and the boards of the Federal re- 
serve banks, that no one at present can be wise enough to predict how much of good or 
how much of evil may be in store for us. 

QUESTION OF CONTROL STORM CENTER. 

“The question of control was the storm center while the bill was under discussion, 
and it may be the storm center again. There is room for a difference of opinion as to 
where the authority of the Federal reserve board leaves off and the authority of tie 
board of directors of the Federal reserve banks begins. In a general way, the duties of 
the Federal reserve board are supervisory, while the duties of the local boards are execu- 
tive. The Federal reserve board, however, is vested with certain powers of an adminis- 
trative nature which could not well be exercised by the local boards,such for example, as 
requiring one Federal reserve bank to rediscount for another, suspending reserve require- 
ments, readjusting Federal reserve districts and reserve cities, reviewing rates of dis- 
count, issuing Federal reserve notes, fixing charges for the collection of checks, and 
exercising general supervision over the Federal reserve banks. 

‘‘With the possible exception of reviewing the rates of discount and the compelling 
of one Federal reserve bank to discount for another, there would seem to be little in 
this that could result in friction. There can be no doubt, however, that it was the in- 
tent of the framers of this act in giving the Federal reserve board general supervision 
over the Federal reserve banks, to give this board the power to impose upon the banking 
system of the country certain administrative policies which are not at present very 
clearly defined. Inasmuch as these are policies which can be changed with changing ad min- 
istrations, it is of the greatest importance to the country as well as to the banks that 
the executive powers exercised by the Federal reserve board be confined to the narrowest 
possible limits consistent with the act. All experience has shown that while govern- 
ment supervision is wholesome and necessary, government administration of business is 
neither wholesome nor desirable. 

‘*T suppose everybody knows that this new act was shaped largely along the lines 
favored by President Wilson before he became president, and it seems evident from his 
somewhat meager utterances on the subject that he wants to see bank credits taken out 
of the control of the banks so that there can be no discrimination. 

BANKER SHOULD NOT BE SOLE JUDGE. 

‘*Manifestly what the President means is that the banker should not be the sole 
judge of whether or not a man shall receive bank credit, but that some way should be 
devised by which he can get it as a matter of right. Now, much as I admire President 
Wilson, I cannot help feeling that if he had had as much practical experience in bank- 
ing as most of us here have had, he would feel a little differently about some phases of 
this problem. I believe also that he would feel more kindly disposed towards bankers in 
general. There is no other country in the world where bank credit is so freely ex- 
tended or is accessible to so many people, big and little, as it is in this. No man in 
business, no matter how small, is refused bank credit provided he can show that he 
intends to make legitimate use of it and can show that he has a reasonable margin in 
his assets. This is a question, however, which must be decided by the banker himself, 
and I can conceive of no possible appeal from a banker’s decision ona question of 
credit, except to another banker. No doubt there have been unfortunate cases where 
men have been refused credit who were entitled to it, just as there have been unfortunate 
cases where men have been granted credit who were not entitled to it. We are all mor- 
tal. But if we could look into such cases we would find as a rule that the man who 
was refused credit when he should have had it did not know how to present his case 
properly. 

‘*The only complaint I know of that has any merit is that if one has any financing 
to do on a big scale he must go to one of a few small groups of men in New York, and 
that those men use their own discretion in the granting of credit. That is, one man 
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may get what he wants, while another with a proposition of equal merit may be re- 
fused. It is believed that this has grown into a kind of abuse, largely owing to the fact 
that the dispensing of large credits has become concentrated in a few men, and it isa 
physical impossibility for them to give attention to all the people who want a hearing. 
This is undoubtedly what the President had in mind when he said ‘you cannot get into 


the game in some instances unless you are upon certain terms with the gentlemen who 
are running the game.’ 





J. S. POMEROY, 


President Minnesota Bankers Association. 


Vice-President Security National Bank, Minneapolis. 


MOST DANGEROUS FEATURE OF LAW. 

‘‘In the discussion of the bill before the committees of both the House and Senate 
the idea constantly cropped out that it was expected that this currency act would for- 
cibly lower interest rates in this country. The idea seemed to be that the Federal 
reserve banks, under pressure if necessary, that the Federal reserve board would 
make the official discount rate below the current bank rates, on the theory that 
this would have a tendency to depress the bank rates. It was a common expression 
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among ,both senators and congressmen that through the open market operations 
provided for in the bill the official discount rate could be enforced. That is, if the 
banks attempted to maintain a higher rate it was thought that the Federal reserve 
banks could deal directly with the borrowers and thus force rates down to the official 
level. 

‘This tonches what is probably the most dangerous feature of the law. I do not 
believe a more dangerous thing could be done than to attempt to forcibly depress in- 
terest rates, or to forcibly control the granting or withholding of credit. It 1s a very 
dangerous thing, anyway, to have a machine for the unlimited manufacture of currency 
and credit. We are told that banks should use the discount privileges of the Federal 
reserve system freely, but that they must avoid inflation. This is a good deal like ad- 
vising people to drink whiskey freely but to avoid getting drunk. 

‘* There seems to be a good deal of misapprehension as to the custom of European 
banks in this respect. The commercial banks of England do practically no rediscount- 
ing at the Bank of England. In fact, it would be considered a sign of weakness for 
them todoso. The governor of the Union of London & Smith’s Bank testified before 
the monetary commission that his bank had never in its history rediscounted paper 
with the Bank of England, and it has been stated by high authorities in London that 
the rediscounting of paper by any of the l.ondon banks receiving deposits from the 
public would be regarded with great disfavor, even in time of panic. 

TOO MUCH CREDIT CAUSES FAILURES. 

“The evil effects of inflation of credit have nothing to do with the condition of our 
currency. Every banker here knows that more people fail by getting too much credit 
then from any other cause. There is no demand anywhere from legitimate business in- 
terests forany more credit than they have been getting in normal times. All that they 
have demanded is that the credit which they get in normal times shall not be withheld 
or disastrously curtailed every time we have a financial crisis. There are periods of so- 
called ‘boom’ times when contraction of credit is just as necessary as expansion is 
necessary at a time of crisis. Heretofore we have had a check cn expansion in the fact 
that the combined capacity of the banks to loan money has a limit. Under our new 
system the possibility of expansion is so great as to be practically unlimited. It seems 
quite evident, therefore, that both the Federal reserve board and the directors of the 
reserve banks must use their discretionary powers if we are to escape dangerous infla- 
tion, and about all the discretion they have is in the fixing of the rates. * * 

HOW ARE DIVIDENDS TO BE EARNED ? 

‘*The question is often asked, ‘How are the Federal reserve banks to earn their 
dividends if the member banks do not rediscount?’ The answer to this is, ‘by handling 
foreign bills.’ A good many bankers who are not familiar with the foreign exchange 
business do not understand the possibilities that the new system opens up in this direc- 
tion. The London bankers, however, understand it perfectly, and they are very much 
alive to the fact that their position as world bankers may, in time, be jeopardized by 
our new Federal reserve act. As it is now you cannot go to South America or to any 
other country and make purchases of any kind on a large scale and pay in United 
States funds. Payment must be made in London. 5o, with our own vast exports 
to all parts of the world, we are obliged to sell on terms of payment in London. 
The natural result is that the London banks and discount houses are continually 
filled with the finest paper in the world awaiting payment at maturity. As an illus- 
tration: A Minneapolis flour mill ships a consignment of flour to Europe and draws its 
sixty-day bill on the consignee. The bill is sold to a Minneapolis bank on a basis which 
will give the bank a small remuneration for the use of the money for 60 days, in addi- 
tion to the cost of the exchange. The Minneapolis bank then forwards the bill to 
London for acceptance, after which it has the choice of either holding the paper to 
maturity, or selling its own bills against it. Usually these bills are purchased on such 
a low discount basis that American banks cannot afford to carry them to maturity. The 
amount of such bills that are rediscounted in London is, of course, impossible to esti- 
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mate, but it is safe to say that it is larger than the combined capital and deposits of 
our Federal reserve banks. So, you see, there will be plenty of opportunity for our 
Federal reserve banks to invest their funds in normal times without in any way com- 
peting with existing banks in this country. They can simply take over a portion of the 
discount business now done by the London banks. At all events, there need be no fear 
that the Federal reserve banks will not have profitable employment for their funds if 
the member banks do not use their rediscount privileges all the time. 
RATE TOO LOW FORK PROFIT. 

‘* The reason this paper has been carried so little by American banks is that the 
rate is usually too low to make it profitable, averaging, as it does, around 3 per cent. 
Banks whose deposits cost them in the neighborhood of 2 per cent. cannot afford to loan 
money at 3 per cent., but banks like the regional reserve banks whose deposits cost 
them nothing, and whose expenses are comparatively small, can make as much money 
loaning at 244 cr 3 per cent. as ordinary banks can make by loaning at 5 per cent. 
Any first class foreign exchange man will be glad to take the job of keeping the funds 
of the regional banks employed at those rates. 

TWO DEFECTS IN OLD SYSTEM. 

‘*Our banking system in the past has had two important defects. One was that 
our laws provided no way by which our banks could use their united credit in a time of 
danger so that every few years we have had financial crises running into panics, not- 
withstanding the fact that the banks were perfectly willing to use their united credit 
and the public was perfectly willing to accept currency jointly guaranteed by the 
banks. Untold suffering and loss has been entailed upon the country, simply because 
our laws gave the banks no power to do the simple things that were needed to protect 
themselves and the public. That was one defect. The other defect was that our sys- 
tem made no provision for the financing of our immense foreign trade. So far as oar 
foreign trade is concerned, our banking facilities are just as inadequate as our mer- 
chant marine. Our goods are not only transported in foreign ships, but the financing 
is done by foreign banks. Both of these facts are a reflection upon our business 
capacity, but the gross mistake has been made of assuming that because there were 
these two serious defects in our banking system it was all bad. Prominent men, mostly 
of foreign birth, have been asserting for years that we have the worst banking system 
in the world, and we have taken small pains to refute them. For some absurd reason 
we seem to take it for granted that men who have had most of their experience in 
foreign countries must know more about our own business than we do. In what way 
are we so inferior to everybody else? Within the last five years the German banking 
system has been more than once on the verge of collapse. A few years ago when she 
Morocean situation became acute and England assumed an attitude of dictation to- 
wards Germany, which was difficult fora self respecting nation to tolerate, it is an open 
secret that the German emperor was advised that not only must there be no war talk, 
but that definite assurances must be given to the bankers of the world that there would 
be no war, or the whole imperial! banking system might collapse. Some time after- 
wards the Prussian Government undertook to float an issue of bonds which the German 
banks underwrote but were unable to market in full. Can you imagine such things as 
that happening in this country? The London Statist in its review of 1912 said that had 
it not been for the financial aid extended by the United States to Germany in 1912 it is 
hard to understand how they could have escaped serious trouble. 

SYSTEM’S TEST IS SERVICE. 

‘* The real test of a banking system is the service it gives to the public. Is it not? 
In this respect we may safely challenge comparison. Almost every town and village in 
this country has one or more incorporated banks, either state or national, capitalized 
with local capital, officered and directed by local men thoroughly in touch with local 
needs and conditions. The interests of these banks are all with the home town. They 
are a part of the flesh and bone of the community, and are vitally interested in the up- 
building of their own locality. They are always the largest taxpayers. The best busi- 
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ness men of the town are glad to accept directorships in these banks and to serve 
without compensation. When the officers of these banks are called upon to extend 
financial aid to some enterprise that may promote the welfare of that place, they can 
call into consultation able men intimately acquainted with local needs and conditions ; 
men who know personally the meu applying for the loan. What method could possibly 
be devised whereby a more fair and intelligent judgment would be likely to be reached? 
Under this system the surplus funds of each community are used first for the benefit of 
that community under the supervision of men whose interests are local. 

‘** What system could possibly be devised that would so nearly meet the requirement 
that every man should be able to make his assets available at pleasure, his assets of 
capacity and character and resource ? If President Wilson and some other statesmen 
had paid less attention to the study of foreign banking systems and had not confined 
their studies of the workings of our own system largely to New York city, they would 
have been saved from some mistakes. * * 

‘*T have been working at the banking trade for nearly 40 years, first in a New Eng- 
land village, next in a city of 20,000 in Minnesota, and for nearly 20 years in Chicago, 
so I think I am qualified by experience, if nothing else, to express an opinion on the 
American banking system. 1 have also traveled a good deal in foreign countries and 
have seen the workings of their systems at close range. I have often been criticised for 
saying that except for the two defects heretofore mentioned we have in this country, 
the best banking system in the world. I am still of that opinion because there is no 
other banking system in the world which gets so close to the people and does so much 
for the general welfare. If a tendency develops in the administration of the Federal 
reserve system to ignore these facts and to set up new banking standards which will 
discriminate against the small credit in favor of the big one, I think that tendency 
should be resisted. 

‘** A small boy once startled his Sunday school class by saying that he knew something 
which God couldn’t do. He said, ‘God can’t make a two-year colt in two minutes.’ 
That is true. Neither the Almighty nor the Congress of the United States can make 
a banking system. It has got to grow. Great things may be destroyed quickly, but 
they cannot be made quickly. Then, each of you, if you are fit to be a banker at all 
knows more about what is good for your community than anybody can tell you, and 
that the Federal reserve act will be best administered if it aids you in what you are 
doing now and does not attempt to make radical changes in our established methods of 
doing business.” 

Other addresses were made by L. D. Harvey, president of Stout Institute, Meno- 
minee, Wis., on *‘ Vocational Education” and by C. P. Craig, of Duluth, on ‘‘State 
Government on Business Basis.”” O. Howard Wolfe, secretary of the Clearing House 
Section of the A. B. A., read a paper on ‘‘Check Collection under the New Federal Re- 
serve Act.” We regret not having sufficient space to give Mr. Wolfe’s address in full as 
it is well worthy of being printed entire. Among the important points he brought out 
was an explanation of section 16, of the Federal Reserve Act, which has so often been 
misinterpreted. He explained that section as follows : 

‘* It is not a mere coincidence that the check collection paragraphs in the act are in 
section 16, which provides for the notes of the Federal reserve banks. But the real 
elastic bank note will be the bank check. In analyzing these paragraphs in section 16, 
then, we must bear in mind these two facts: first, that the bank check in the United 
States is practically a bank note, and second, that if any system of banking is to 
succeed, we must not make the mistakes that were made in previous systems. I 
believe that any banker who is not prejudiced will agree that the Federal Reserve Act 
lays down sound principles, governing the collection of checks. 

‘The provisions are in themselves quite simple. The text is not altogether clear, 
but this is due to the fact, primarily, that the country bankers made a very strong 
eleventh hour attempt to cloud the issue and have the entire check collection features 
stricken out. The result was a pulling and hauling at the text at a late hour when the 
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committees in conference were tired and probably out of sorts, and hence did not make 
the language as clear as it ought to have been. 

‘*Checks on all member banks will be received by the reserve banks at par. The 
wotd ‘shall,’ in the phrase ‘shall receive at par,’ refers to ‘par,’ and not to ‘re- 
ceive.’ That is, the reserve banks are going to be conducted along lines of good busi- 
ness sense and it is not intended that a member bank can compel the reserve bank to 
accept on deposit checks on another member located in the same town. It is likely that 
the regional banks will request members to open reciprocal accounts with their neigh- 
bors just as they do te-day, and a bank in Butte, Mont., will not send a check ona 
member bank in Helena down to the reserve bank of Minneapolis. Similarly, Minne- 
apolis banks will continue to collect checks on one another through the clearing house. 
The Federal Reserve banks themselves will be members of the clearing house and will 
use the exchanges to present checks on members in this city.” 

The following were elected officers for the ensuing year: President, W. D. Willard, 
of Mankato; vice-president, O. W. Lundsten, of Hutchinson; treasurer, J. J. Ponsford 
cashier Watertown State Bank. re-elected for second term; secretary, George H. Rich- 
ards, of Minneapolis, re-elected. George E. Hanscom was elected vice-president for 
Minnesota, and J. S. Pomeroy, of Minneapolis, was elected to the nominating com- 
mittee of the A. B. A. 


A VALUABLE RECORD BOOK. 

While a great many persons are obliged, under the new law, to pay an income tax, 

a large proportion are either ignorant of or not familiar with its requirements. To 
remedy this the Guaranty Trust Company of New York has prepared and is distributing 


a compact Income Tax Record Book for the use cf individuals and others who are sub- 
ject to the income tax. The book consists of three parts: an ‘‘ Income Register,” an 


’ ’ 


‘‘Allowable Deduction Register,” and a ‘‘Securities Register.” The bovk is attractively 
printed and conveniently arranged, and is of great value to all who find it necessary to 
keep an exact record of their income. Copies may be had by applying to the Publicity 
Department of the Guaranty Trust Company. 


DEPOSITS OF THE GUARANTY TRUST COMPANY. 


The deposits of the Guaranty Trust Company of New York City, as reported to the 
Superintendent of Banks in response to his call for a report as of June 30th, amount to 
$233,882,398.33, exclusive of treasurer’s checks. These figures are interesting in view 
of the fact that on March 2, 1914, the Guaranty Trust Company showed deposits of 
$208,922,452.40, at that time the largest amount ever reported by any trust company in 
the United States, while the deposits as of Jnne 30, 1913, one year ago, totaled 
$188, 693,531.07. A comparison of these figures showsthat the Guaranty Trust has gained 
over $45,000,000 in that time. 


UNION TRUST COMPANY, CHICAGO, ILL. 


The Union Trust Company of Chicago was established in 1869 and is one of the 
oldest banking institutions in Chicago, there being only two others having an earlier 
date. It has been at the same location and under practically the same management for 
forty years. It was successful from the outset and its condition tce-day fully justifies its 
motto:—'‘ A bank of strength and character.” Vice-president Harry A. Wheeler was 
asked to become a member of the new Federal Reserve Board which, for business reasons, 
he declined. At the late convention of the Iowa Bankers Association, Mr. Wheeler de- 
livered an excellent address on ‘‘ Bank Credits.” The July 1 statement of condition of 
the Union Trust Company shows capital $1,200,000, surplus and profits $1,768,000 and 
deposits $21,647,000. 
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E. P. PASSMORE, HONORED. 


At the convention of the Pennsylvania Bankers Association, held at Bedford 
Springs, June 26 and 27 last, E. P. Passmore, vice-president and cashier of the 
Franklin National Bank of Philadelphia, was elected vice-president of the associa- 
tion. According to custom and the natural order of succession Mr. Passmore will 
be the association’s next president. Mr. Passmore is well known to the banking 
world not only in Pennsylvania but elsewhere. He has been connected with the 
Franklin National since its organization first as assistant cashier, then as cashier, 
and later promoted to the vice-presidency and also acting as cashier as well. 

Although comparatively a young institution, the Franklin National stands to- 





E. P. PASSMORE, 


Vice-President Pennsylvania Bankers Association. 
Vice-President and Cashier Franklin National Bank, Philadelphia. 


day in the front rank of Philadelphia’s most prosperous national banks: It opened 
its doors for business on July 2d, 1900 with a capital of $1,000,000 and paid-up sur- 
plus of $1,000,000. Before the end of its first year deposits amounted to $7,000,000, 
continuing year by year to show a marked increase until in 1908 they had climbed 
up to over $31,000,000. According to the June 30 statement, just published, the 
deposits have reached nearly $36,000,000 while surplus and profits are $3,218,000 
and total resources over $40,000,000. That is a record-to be proud of and one that 
has been rarely if ever equalled in the banking history of this country. Besides, 
the bank has purchased and now occupies one of the most commodious banking 
homes in Philadelphia. 

The bank’s officers are: J. R. McAllister, president ; J. A. Harris, Jr., vice- 
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president; E. P. Passmore, vice-president and cashier; J. Wm. Hardt, J. C. 
Frankland and E. E. Shields, assistant cashiers. 

The board of directors contains some of Philadelphia’s most prominent and 
successful business men. Their names are as follows: Samuel T. Bodine, Thomas 
De Witt Cuyler, George H. Frazier, Edmund B. Smith, Henry Tatnall, J. R. Mc- 
Allister, Frederick L. Baily, Effingham B. Morris, Edward T. Stotesbury, Percy 
C. Madeira, E. P. Passmore, J. A. Harris, Jr., John H. Barnes, Morris L. Clothier, 
C. S. W. Packard, Charlton Yarnall, W. W. Atterbury, Edgar C. Felton, Robert 
C. Drayton, Rudolph Ellis. 


COURTESY AND POLITENESS VALUABLE ASSETS. 


There can be no doubt that courtesy and politeness are valuable assets, even in a 
great banking institution, Perhaps no better illustration of this fact could be cited than 
a letter, written recently by an appreciative depositor, to the First National Bank of 
Boston. This letter was so expressly ‘“‘human” that the management of the First 
National deemed it worthy of print and distribution. It said in part : 


‘* Whenever I enter or leave the First National Bank of Boston I am sure to receive 
a courteous greeting and smile from Philip. Philip is the gentleman of color who offi- 
ciates upon the main floor, answers questions, und directs strangers to their proper an- 
chorage. * * 

‘* Any bank can take and safeguard your money, and even pay it out to you again 
on demand, Any bank can, upon presentation of proper collateral, make you a loan, 
and there are many other conveniences and courtesies which can be extended ; but there 
is only one bank to my knowledge, that possesses a Philip. * * 

‘‘In a bank, capital and surplus are necessary ; p> Sa with brains and business 
acumen are necessary ; conveniences and assistance are a part of the service you expect; 
clerks and tellers must naturally be in attendance. But besides and beyond all these 
there is something mure to be desired, and Philip snpplies it. Cold winds may blow or 
summer’s sun beat down, rains may descend and floods come, but the cheerful smile and 
inherent good nature of Philip are undisturbed. Like the brook, they go on forever. 

‘*Most of us are very human, and we may, at times, be scant with our courtesy, yet 
kindliness on the part of others we never fail to observe and appreciate. * * 

‘‘What the world needs is more kindness ; what the individual needs is more pa- 
tience ; and what banks need is a Philip, for he is more than a faithful watchman, more 
than an efficient servant,—he is an institution.” 


DATES OF 1914 BANKERS’ CONVENTIONS. 

Name. Place. Date. Secretary. Address. 
= - ae Richmond, Va...... Week of Oct.12.F. E. Farnsworth. .New York. 
i) 2 See, Dallas, Tex..........Sept. 22, 23, 24..W. B. Kramer..... Scranton, Pa. 
ROB. 6.55 <s<0 Castle Hot Springs... November 6, 7..Morris Goldwater. . Prescott. 
OR 0 eae Ct ee R. L. Crampton, ..Chicago. 
Montana........ | SE eae August 20, 22..Mark Skinner..... Great Falls. 
Wyoming..... .Thermopolis ........ August 12, 13..H. Van Deusen ... Rock Springs 


WANTED—BACK NUMBERS OF THE JOURNAL. 


Our files are short of the following back numbers of the JOURNAL for 
which we will pay to any one having any of them in good condition 40 cents 
per number. 

January, 1891. | July, 1898. December, 1901| January, 1905, 
November, 1893.| September, 1901.| April, 1904. July, 1907. 
November, 1894. | October, 1901. October, 1904. 

To any one forwarding us any of the above numbers we will remit 40 
cents per number. 

BANKING LAW JOURNAL, 27 Thames Street, New York. 
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REDISCOUNTS IN EUROPEAN COUNTRIES. 


Under the title ‘‘ Rediscount,” the First National Bank of Boston has recently 
issued a very timely and readable little brochure on the discount systems of the leading 
countries of the world. The discount methods and practices of European countries, 
particularly of England, France and Germany are reviewed in a non-technical manner, 
and the functions and benefits of a central bank are lucidly shown. The Federal Re- 
serve Act in its relation to the rediscount of commercial paper is discussed, together 
with the principle of the bank acceptance, financing foreign shipments and the probable 
effect of the new act upon American banking conditions. The booklet is one of a series 
which this progressive bank has been issuing, and in subject matter and typographical 
arrangement is of the usual standard of excellence. 


ALL ABOUT THE TARIFF. 

The American Protective Tariff League, with headquarters in New York City, has 
prepared and will shortly publish the ‘‘ Protective Tariff Cyclopedia.’’ It ls now in press 
and will be ready for distribution about August 1. The ‘‘Cyclopedia” will contain the 
official text of the Underwood law; the Underwood and Payne Aldrich laws compared, 
giving every rate of duty on articles in both laws; what one hundred and fifty-two 
United States Seriators and Congressmen said for and against the Underwood bill and a 
copious index of over 8,000 citations. The volume will consist of about 900 pages and 
will give all desired information on the tariff question. 


GUARANTY TRUST COMPANY OF NEW YORK APPOINT- 
ED TRUSTEE. 


A mortgage covering one of the largest mileages of railroad property ever pledged 
under a single instrument has been executed in favor of the Guaranty Trust Company 
of New York City as trustees. 

This mortgage covers the Northern Pacific Railway System, comprising 6,271 miles 
of railroad. Provision is made for the payment of existing obligations when due. The 
amount of bonds which the company is now selling is but $20,000,000, but additional 
amounts may be sold in subsequent years, as required for refunding existing mortgage 
indebtedness, and for additions to and betterments of property, going under the lien of 
the mort gaga and forming additional security for the bonds issued thereunder. 





SOME GOOD ADVICE. 


The National City Bank of Chicago in its July letter, says in part : 

‘If Congress should take an early adjournment it would be a great source of relief 
for a people who have become weary of law making and proposals for disturbing legisla- 
tion. Commercial bodies everywhere have protested vigorously against reopening the 
question of trust regulation at this time when general business is upset in a way which 
requires skillful handling in order to avoid serious mishaps. The Claflin failure has 
directed attention to the need of a constructive campaign by those in charge of govern- 
mental affairs. There is nothing intrinsically weak, but the business situation is not one 
which can be trifled with. Business men need to be encouraged and to be reassured 
concerning the disposition of the federal government to extend a helping hand. Every- 
thing has been under suspicion so long that it is of the highest importance for the coun- 
try to begin work again on the constructive side. Freedom from interference by poli- 
ticians and relief from proposals calculated to destroy rather than to upbuild are abso- 
lutely essential at this time. Such admonitions have often been heard before but they 
have of late beeome increasingly necessary because of the business mishaps eucountered 
within the last week or two. 
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RESERVE AGENTS APPROVED IN JUNE. 
The following banks were approved as Reserve Agents in June: 


Mechanics & Metals National Bank, New York, for First Nat. Bank, Greeley, 
Colo. First Nat. Bank, Port Chester, N. Y. First Nat. Bank, Sunnyside, Wash. 
First Nat. Bank, Gunnison, Colo. Peoples Americafi Nat. Bank, Princeton, Ind. 
First Nat. Bank, Three Rivers, Mich. Farmers Nat. Bank, Knoxville, Il]. First 
Nat. Bank, Poughkeepsie, N. Y. National Bank of Commerce, Pensacola, Fla. 
First Nat. Bank, Deadwood, 8. D. First Nat. Bank, Upper Sandusky, O. National 
Bank of Bakersfield, Bakersfield, Cal. National Bank of Commerce, Lincoln, Neb. 


Irving National Bank, New York, for Peoples Nat. Bank, Hudson Falls, 
N. Y. Eighth Nat. Bank, Pailadelphia, Pa. Fourth Nat. Bank, Atlanta, Ga. 

Hanover National Bank, New York, for First-Nat. Bank, Ordway, Colo. 
Conway Nat. Bank, Conway, 8. C. First Nat. Bank, Greenville, 8. C. Second 
Nat. Bank, Bucyrus, O. First Nat. Bank, Smithfield, O. First Nat. Bank, 
Bynum, Tex. First National Bank, Minden, La. First Nat. Bank, Temccula, 
Cali. 

National Park Bank, New York, for American Nat. Bank, Fort Worth, Tex. 
First Nat. Bank, Wilmington, Ill. Craig Nat. Bank, Craig, Colo. National Bank 
of Pasadena, Pasadena, Cal. Farmers Nat. Bank, Greensburg, Kans. 


Chase National Bank, New York, for Scandinavian-American Nat. Bank, 
Sioux Falls, S$, D. First Bank, Cowen, W. Va. Third Nat. Bank, WallaWalla, 
Wash. 


American Exchange National Bank, New York, for Citizens Nat. Bank, 
Baltimore, Md, 


Seaboard National Bank, New York, for Commonwealth Nat. Bank, Dallas, 
Tex. National Bank of Commerce, Baltimore, Md. 


Merchants National Bank, New York, for Teutonia Nat. Bank, Dayton, O. 

Citizens Central National Bank, New York, for First Nat. Bank, Stamford, 
Conn. Farmers & Merchants Nat. Bank, Henderson, Tex. 

Coal & Iron National Bank, New York, for First Nat. Bank, Royse City, 
Tex. Second Nat. Bank, Somerville, N. J. 

Corn Exchange National Bank, Chicago, for First Nat. Bank, Hubbell, Mich. 
National Bank of Pasadena, Pasadena, Cal. 

Continental & Commercial National Bank, Chicago, for First Nat. Bank, 
Lake Crystal, Minn. National Bank of Commerce, Pensacola, Fla. First National 
Bank, Dunlap, Iowa. 

Fourth Street National Bank, Philadelphia, for Citizens Nat. Bank, Newport, 
Pa. 

Piladelphia National Bank, Philadelphia, for Commercial Nat. Bank, Raleigh, 
N. C. 


Corn Exchange National Bank, Philadelphia, for First Nat. Bank, Tuckahoe, 
N. ¥. Farmers & Miners Nat. Bank, Forest City, Pa. Manufacturers Nat. Bank, 
Lynn, Mass. 


Third National Bank, St. Louis, for Mercantile Nat. Bank, Memphis, Tenn. 
First Nat. Bank, Como, Txe. Peoples American Nat. Bank, Princeton, Ind. First 
Nat. Bank, Annapolis, Lll. First Nat. Bank, Minden, La. First Nat. Bank, 
Owensboro, Ky. Cumberland Valley Nat. Bank, Nashville, Tenn. First Nat. 
Bank, Altamont, Ill. First Nat. Bank, Greenwood, Miss. 

Mercantile National Bank, St. Louis, for National Bank of Unionville, Union- 
ville, Mo 


M:chanics-American National Bank, St. Louis, for First Nat. Bank, Hunting- 
burg, Ind. Millikin Nat. Bank, Decatur, Ill. National Bank of Pasadena, Pasa- 
dena, Cal. 


First National Bank, Cleveland, for Valparaiso Nat. Bank, Valparaiso, Ind. 
Farmers Nat. Bank, Greenville, O. 


Mellon National Bank, Pittsburgh, for Union Nat. Bank, Newark, N. J. 





BANK. 


Bank of the Manhattan Co. 
Merchants’ National ..... 
Mechanics & Metals Nat.. 
Bank of America......... 


National City ... ....... 
Chemical National....... 
Merchants’ Exch. National 
Nat. Butchers & Drovers. . 
a 


American Exchange Nat. 
Nat. Bank of Commerce.. 
ie ad ced ala tine A den 
Chatham & Phenix Nat... 
PDs hawdeweeaacsees 


Hanover National........ 
Citizen’s Central National 
Market & Fulton Nat. ... 
Metropolitan Bank....... 


Corn Exchange ......... 
Importers & Traders Nat. 
Peational Pak... . 2.00. 
East River National...... 
Second National......... 


First National... ....... 


Irving National.......... 
0 ELE re 
N. Y. County National... 
German-American....... 
Chase National .......... 


Fifth Avenue............ 
German Exchange ....... 
0 ESE 
Lincoln National ........ 
Garfield National ..... .. 


Fifth National .......... 
Bank of the Metropolis. . . 
West Side Bank ......... 
Seaboard National ...... 
Liberty National ........ 


N. Y. Produce Exchange. 
CEE so vance aevan 
Security Bank ........... 


Coal & Iron Nat’! Bank .. 
Union Exchange Nat.. .. 
Nassau Nat. Bank, Bklyn. 


The returns of the Trust Companies for July 11, 1914, will be found on page xvi. 
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COMPARATIVE NEW YORK BANK STATEMENT. 


The following table shows the loans and deposits of the associated banks, reported to the New 
York Clearing House for the weeks ending July 12, 1913, and July 11, 1914, respectively, 
together with a computation of the proportionate increase or decrease of deposits for the year : 





Bank of N. Y. N. B.A... 

























































































































Loans and Loans and Legal Net Legal Net Deposits. 
Discounts Discounts Deposits Deposits Per Cent 
Average, Average, Average, Average, of . 

1913. 1914. ; 1913. 1914. i 
$23,261,000 $18,534,000} $21,797,000 | 17.6}.. 
32,000,000 39,000,000 | 36,000,000 45,700,000 | 26.9 |.. 
21,594,000 21,801,000 22,097,000 22,152,000} .2).. 
56,271,000 82,751,000 53,218,000 89,762,000 | 68.6 |. 
25,224,000 26,600,000 24,677,000 26,178,000} 6. |.. 
197,981,000} 203,263,000 188,079,000 194,435,000} 3.3)... 
28,541,000 28,496,000 25,104,000 24,171,000| .... | 3.7 
6,535,000 8,581,000 6,441,000 8,255,000 | 28.1)... 
2,140,000 1,891,000 1,937,000 1,944,000 : 
8,926,000 9,642,000 10,031,000 10,877,000} 8.4).. 
42,531,000 48,475,000 42,655 ,000 49,105,000 | 15.1). 
133,488,000} 141,960,000 111,559,000} 121,128,000) 8.5). 
4,813,000 5,185,000 4,558, ,887, 7.2]... 
18,864 ,000 21,207,000 19,102,000 22,133,000 15.8 | 
2,012,000 1,830,000 2,257,000 2,315,000| 2.5). 
71,867,000 83,105,000 78,238,000 94,053,000 | 20.2).... 
22,979,000 23,575,000 21,691,000 23,054,000} 6.2).... 
9,185,000 9,319,000 9,077,000 9,492,000} 4.5).... 
13,677,000 10,892,000 14,551,000 10,744,000 | .... |26.1 
50,447,000 65,795,000 61,481,000 78,550,000 | 27.7).... 
26,086,000 27,508,000 24,184,000 25,485,000} 5.3)... 
86,200,000 91,535,000 87,500,000 94,568,000} 8. |.. 
1,331,000 1,561,000 1,591,000 1,837,000 | 15.4}.. 
13,728,000 14,055,000 12,611,000 12,825,000} 1.6}. 
106,720,000} 119,528,000 100,899,000} 110,712,000} 9.7).. 
34,958 ,000 46,945,000 35,584,000 51,129,000 | 43.6).. 
3,271,000} 3,159,000 3,400,000 "438,000 | 1.1). 
8,314,000 8,594,000 8,404,000 9,190,000} 9.3).. 
3,900,000 4,349,000 3,692,000 4,091,000 | 10.8}.. 
95,568,000} 101,144,000 109,700,000} 115,038,000; 4.8).. 
12,609,000 13,311,000 14,489,000 15,153,000; 4.5).. 
3,504,000 3,234,000 3,449,000 3,785,000 | 9.7)|.... 
5,278,000 4,790,000 6,119,000 5,550,000| ....| 9.2 
14,970,000 16,093,000 14,879,000 16,651,000 | 11.9).... 
8,815,000 9,067,000 9,061,000 9,523,000} 5. |.. 
3,865,000 3,913,000 4.050.000 4,160,000} 2.7].... 
12,398,000 13,161,000 12'123,000 13,252,000} 9.3]... 
3,874,000 3,774,000 4.479.000 4,646,000 > aa 
23,027,000; 26,277,000 28'310,000| 31,873,000 | 12.5)... 
23,091,000 24,929,000 25,178,000 27,512,000 | 9.2|.... 
9,224,000 9,740,000 10,794,000 11,121,000 3. 
18,523,000 19,361,000 23,678,000 24,155,000 | 2. 
11,973,000 11,414,000 14,123,000 13,314,000 | ..-- | 5.7 
6,743,000 7,011,000 7,158,000 7,117,000} .--.| 5 
9,336,000 9,887,000 9,363,000 10,031,000 | 7.1). 
7,093,000} 8,244,000 5°777,000 "460,000 | 29.1). 
$1,324,484 ,000 ee $1,331 ,882,000 |$1,494,348,000 








